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LARRY  IRVING,  ASSISTANT  SECRETARY  FOR  COMMUNICATIONS  AND 
INFORMATION 

Mr.  Smith.  This  morning  we  begin  our  hearings  on  the  Depart- 
ment of  Commerce. 

We  are  pleased  to  have  the  Secretary  of  Commerce  with  us  this 
morning.  Members  will  be  here  shortly,  I  am  sure,  but  we  will  go 
ahead,  because  I  know  your  time  is  valuable  £ind  we  will  have  a 
lot  of  Members  wanting  to  ask  some  questions. 

The  budget  request  this  year  is  for  $4,229  billion,  and  I  am 
pleased  to  see  that  the  request  includes  a  substantial  emphasis  on 
science  and  technology  and  the  opportunities  to  export  and  to  build 
jobs  in  this  country  that  pay  better  than  an  average  wage. 

I  know  there  has  been  some  competition  within  the  Administra- 
tion as  to  where  this  kind  of  emphasis  should  lay;  some  would  just 
as  soon  none  of  these  responsibilities  were  with  the  Commerce  De- 
partment. I  think  the  Commerce  Department  is  a  good  place  for  it, 
myself,  and  we  have  to  depend  heavily  upon  participation  with  pri- 
vate industry  and  university-based  research  and  so  forth  to  accom- 
plish this  objective  in  the  best  way. 

(1) 


So  we  are  pleased  to  have  you,  Mr.  Secretary.  You  may  proceed 
any  way  you  please. 

[The  Commerce  Budget  in  Brief  follows:] 
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FOREWORD 

In  his  State  of  the  Union  Address,  the  President  pledged  to  continue  our 
national  journey  of  economic  renewal;  a  journey  that  will  expand  opportunity  and 
create  jobs  for  the  American  people. 

In  his  FY  1995  budget,  the  President  provides  the  resources  necessary  for 
the  Department  of  Commerce  to  expand  the  opportunities  for  economic  renewal. 

Together,  the  President's  State  of  the  Union  Address  and  FY  1995  budget 
celebrate  -  and  make  possible  -  the  renaissance  of  the  Department  of  Commerce: 
empowered  by  Presidential  leadership  and  fueled  by  growing  fiscal  resources. 

In  this  Administration,  the  Department  of  Commerce  has  been  tasked  with 
critical  responsibilities;  responsibilities  that  offer  economic  renewal  of  America's 
businesses,  communities  and  workers. 

Consider  simply  the  economic  themes  articulated  by  the  President  in  the 
State  of  the  Union  Address:  the  importance  of  our  National  Export  Strategy;  the 
need  for  continued  investment  in  civilian  technology,  including  the  growing  world 
markets  for  environmental  technologies;  the  role  of  the  National  Information 
Infrastructure  in  enriching  the  lives  of  Americans;  the  future  of  environmentally 
sustainable  economic  growth;  and  the  work  of  economic  transition  and 
reinvestment  illustrated  by  defense  conversion. 

Each  of  these  themes,  and  more,  are  supported  by  the  President's  FY  1995 
budget.    Each  of  these  themes,  and  more,  find  a  home  within  the  Department  of 
Commerce. 

The  two  budgets  submitted  by  President  Clinton  during  his  first  year  in  office 
call  for  growth  of  34%  in  the  Department's  budget  from  FY  1993  to  FY  1995  - 
and  we  are  more  than  halfway  to  the  mark.    In  FY  1994,  strong  congressional 
support  enabled  the  Department  of  Commerce  to  receive  more  funding  than  the 
President  had  even  requested    -  largely  because  of  increased  support  for  defense 
conversion  activities. 


The  issuance  of  the  President's  FY  1995  budget  supports  the  continuation  of 
the  President's  investment  agenda.    The  President's  budget  requests  an  18% 
increase  for  the  Department    from  FY  1994  to  FY  1995  -  at  a  time  when  overall 
Federal  discretionary  spending  is  being  held  flat.    This  increase  is  a  vote  of 
confidence  in  the  Department  of  Commerce   -  and  recognition  of  the  central  role 
that  the  Department  will  play  in  pursuing  the  economic  themes  voiced  in  the 
President's  State  of  the  Union  Address. 

The  Department  of  Commerce's  FY  1995  budget  focuses  on  five  cross- 
cutting  themes  --  civilian  technology,  export  growth,  economic  development, 
environmental  stewardship  and  assessment,  and  economic  information 
infrastructure.     These  themes  work  in  harmony  --  defining  the  critical  role  that  this 
new,  and  renewed,  Department  of  Commerce  will  play  in  helping  America's 
businesses,  communities  and  workers  make  the  journey  of  economic  renewal. 

Civilian  Technology: 

Historically,  the  United  States  government's  technology  policy  has  focused 
on  the  military,  civilian  research,  or  mission-oriented  efforts.    But,  as  the 
President's  technology  policy  states,  earlier  efforts  "are  no  longer  adequate. 
The  Nation  urgently  needs  improved  strategies  for  government/industry 
cooperation  in  the  support  of  industrial  technology". 

Our  FY  1995  budget  meets  that  challenge.    Continued  growth  in  our 
Advanced  Technology  Program  and  grants  supporting   the  National 
Information  Infrastructure  leverage  Federal  dollars,  build  upon  industry's 
commitment  to  the  advancement  of  civilian  technology  and  support 
important  commercial  and  social  needs.    Expansion  of  our  Manufacturing 
Extension  Partnership  Program  will  help  to  fulfill  the  President's  commitment 
to  build  a  nationwide  network  of  manufacturing  centers. 

Export  Growth: 

The  recent  report  of  the  Trade  Promotion  Coordinating  Committee  (TPCC) 
launched  the  Administration's  National  Export  Strategy,  a  key  part  of  which 
is  the  creation  of  "a  unified  budget  for  export  promotion  in  FY  1995".    As 
part  of  the  report,  the  TPCC,  for  the  first  time,  conducted  a  comprehensive 
inventory  of  all  Federal  export  promotion  programs  so  that   the  unified 
budget  process  will  allow  the  government  to  "allocate  its  resources 
strategically  ...  to  activities  that  will  return  the  greatest  benefit  to  the  U.S. 
economy".     The  report  concludes  that  exports  of  U.S.  goods  and  services 
can  reach  $1  trillion  by  the  beginning  of  the  next  decade  and  can  produce 
over  six  million  new  jobs. 
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The  Department  proposes  initiatives  that  seek  to  promote  U.S.  exports  in 
markets  with  the  highest  potential  for  growth,  such  as  Asia  and  Latin 
American  and  in  important  growing  sectors,  such  as  environmental 
technologies  with  an  estimated  market  share  of  $200  -  $300  billion.    In 
FY  1995,  we  will  continue  implementing  the  recommendations  of  the  TPCC. 
These  include  one-stop  shops  and  enlarging  the  overseas  global  network, 
which  will  improve  the  focus  and  coordination  of  Federal  export  promotion 
programs  and  maximize  our  abilities  to  assist  small  and  medium-size 
exporters. 

In  1994,  we  will  enact  the  first  post-Cold  War  export  regime.    Those 
changes  necessitate  new  responsibilities  for  the  Bureau  of  Export 
Administration.    We  must  maintain  an  export  control  system  that  meets  the 
needs  of  our  changing  world  --  facilitating  trade  while  at  the  same  time 
safeguarding  national  security. 

Economic  Development: 

As  the  President  has  explained,  the  Nation  must  make  change  our  ally.    But 
change,  in  the  short-term,  can  have  severe  economic  ramifications.    Our 
continuing  efforts  to  reinvigorate  both  the  Economic  Development 
Administration  (EDA)  and  the  Minority  Business  Development  Agency 
(MBDA)  are  crucial  to  the  Federal  government's  ability  to  offer  meaningful 
economic  assistance. 

We  propose  a  comprehensive  set  of  programs  within  EDA  to  address  the 
needs  of  defense-impacted  communities  and  communities  suffering  from 
economic  dislocation.    We  request  additional  funding  for    MBDA  to  provide 
minority  businesses  a  full  opportunity  to  participate  in  the  recovery  that  the 
Administration's  economic  plan  will  achieve. 

Environmental  Stewardship  and  Assessment: 

The  Administration  has  committed  to  an  environmental  strategy  that 
promotes  sustainable  development  and  rejects  the  false  choice  between 
environmental  goals  and  economic  growth.    The  Department  of  Commerce, 
through  the  National  Oceanic  and  Atmospheric  Administration  (NOAA),  has  a 
unique  role  in  promoting  stewardship  of  the  global  environment  through 
effective  management  of  the  Nation's  marine  and  coastal  resources  and  in 
monitoring  and  predicting  changes  in  the  Earth's  Environment,  thus  linking 
trade,  development  and  technology  with  environmental  issues. 


We  propose  a  comprehensive  initiative  to  build  our  Nation's  valuable  fisheries 
to  sustainable  levels;  an  effort  that  is  estimated  to  create  300,000  jobs  and 
to  generate  an  $8  billion  increase  to  our  Gross  Domestic  Product  annually  by 
the  end  of  the  decade.    We  also  propose  to  increase  participation  in  the 
cross-cutting  programs  in  High  Performance  Computing  and  Communication 
and  U.S.  Global  Change  Research  to  address  the  grand  challenges  of 
weather  and  climate  prediction. 

Economic  Information  Infrastructure  Initiative  (EI3): 

Political  and  economic  decision-making    are  dependent  on  the  quality  of 
economic  information.    But,  as  Fortune  magazine  has  noted  "America's 
system  for  gathering  and  interpreting  economic  statistics  has  fallen  into 
disrepair.    The  resulting  mis-measurements  make  it  harder  than  ever  to 
understand  what  is  happening  to  the  economy  both  in  the  short-run  and  over 
the  long  haul". 

The  Department's  Economic  Information  Infrastructure  Initiative  (EI3) 
addresses  that  concern.    EI3,  implemented  through  the  Bureau  of  the  Census 
and  the  Economic  and  Statistics  Administration,  will  (i)  use  the  planning 
cycle  for  the  2000  Decennial  census  as  a  vehicle  for  fundamental  change,  (ii) 
improve  the  quality  of  the  existing  economic  statistical  program,  and  (iii) 
upgrade  and  expand  the  use  of  technology  in  order  to  pursue  long-term  goals 
regarding  information,  production,  and  dissemination. 


The  President's  FY  1995  budget  will  sustain  these  themes  and  permit  them 
to  flourish.    Their  success  will  be  reflected,  not  just  in  the  work  of  the  Department 
of  Commerce,  but  in  the  success  of  the  President's  economic  agenda  and  in  the 
economic  growth  and  renewal  of  the  Nation  as  a  whole. 


Ronald  H.  Brown 
Secretary  of  Commence 
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INTRODUCTION 


The  U.S.  Department  of  Commerce  was  established  on  March  4,  1913  (37  Stat.  7365;  15  U.S.C. 
1501).   Previously,  labor  and  commerce  activities  were  performed  by  the  Department  of  Commerce 
and  Labor  established  by  Congress  on  February  14,  1903. 

The  FY  1995  budget  request  for  the  Department  of  Commerce  is  $4,229  billion,  an  increase  of  $654 
million,  or  18.3%,  from  the  FY  1994  appropriation  level  of  $3,575  billion.  Full-Time  Equivalent  (FTE) 
employment  in  1995  for  the  Department  will  be  35,754,  51  less  than  FY  1994. 

In  carrying  forward  the  Administration's  programs.  Commerce  is  focusing  on  five  key  cross-cutting 
programmatic  areas.  These  areas  —  Civilian  Technology,  Export  Growth,  Environmental 
Stewardship  and  Assessment,  Economic  Development,  and  Economic  Information  Infrastructure 
Initiatives  (or  EI3)  —  represent  the  crucial  Commerce  missions.  We  believe  that  this  thematic 
approach  portrays  more  accurately  the  interlocked  Commerce  priorities  that  fully  support  the 
President's  investment  goals.    Figure  One  displays  a  budget  comparison  of  these  themes  for 
FY  1993  -  1995. 
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The  FV  1995  budget  proposal  includes  a  number  of  savings  initiatives  which  will  help  offset  some  of 
the  increases  being  requested.  Most  significant  among  these  savings  will  be  $32.3  million  from 
reducing  staffing  levels  and  administrative  costs  of  the  Commerce  Department.  These  savings 
represent  the  Department's  portion  of  the  reductions  being  taken  by  the  Administration  to  reduce 
the  cost  and  size  of  the  Federal  Government.  We  will  save  $19.7  million  in  Full-Tlme  Equivalent 
reductions  and  $12.6  million  in  administrative  costs. 

Civilian  Technology 

For  FY  1995,  the  Department  of  Commerce  proposes  a  total  budget  of  $1.1  billion  for  its  civilian 
technology  programs,  representing  a  $401  million  increase  over  current  levels.   Figure  Two  displays 
a  breakout  of  the  Civilian  Technology  theme  according  to  bureau. 

The  Department  has  a  lead  role  in  implementing  President  Clinton's  pledge  to  move  American 
technology  in  a  "new  direction  to  build  economic  strength  and  spur  economic  growth."  (Technology 
for  America's  Economic  Growth,  A  New  Direction  to  Build  Economic  Strength,  February  1993).   The 
President  has  pledged  to  boost  civilian  research  and  development  (R  &  D)  expenditures  to  more 
than  fifty  percent  of  the  Federal  Government's  total  R&D  spending. 

Figure  Two:  Technology  Programs 
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To  support  this  pledge,  the  President  has  called  for  substantial  funding  increases  for  the  Commerce 
Department's  civilian  technology  programs  as  a  cornerstone  of  his  plan  to  create  jobs,  improve  our 
quality  of  life,  and  increase  the  economic  strength  of  our  Nation.  Commerce  is  the  only  Federal 
department  with  the  direct  mission  to  Improve  U.S.  industrial  competitiveness. 

As  part  of  the  Administration's  technology  initiative,  the  Department  has  formed  the  'Tech  Team" 
composed  of  the  Secretary,  Deputy  Secretary,  and  principals  from  the  Technology  Administration, 
the  National  Telecommunications  and  Information  Administration,  the  National  Oceanic  and 
Atmospheric  Administration,  and  the  Patent  and  Trademark  Office.  In  the  Commerce  Advanced 
Civilian  Technology  Strategy  (November  1993),  we  proposed  to  focus  on: 

o  Developing  advanced  technologies  in  partnership  with  the  private  sector; 

o  Focussing  on  rapid  commercialization  and  deployment  of  new  technologies; 

o  Building  a  21st  century  telecommunications  infrastructure,  and. 

o  Providing  leadership  in  both  government  and  the  private  sector. 

The  following  Commerce  programs  support  the  President's  commitment  to  strengthening  the 
Nation's  economic  position  by  investing  in  civilian  technology: 

o         The  Technology  Administration  (TA)  is  led  by  the  Office  of  the  Under  Secretary.  TA  has 
been  assigned  a  leadership  role  for  the  U.S.  government  in  the  President's  technology 
strategy  and  proposes  a  comprehensive  program  through  its  three  organizational  units: 
the  Office  of  Technology  Policy  (OTP).  the  National  Institute  of  Standards  and 
Technology  (NIST),  and  the  National  Technical  Information  Service  (NTIS). 

o         NIST  requests  $935  million,  an  increase  of  $415  million  over  current  levels,  to  carry  out  its 
unique  mission  to  promote  U.S.  economic  grovirth  by  working  with  industry  to  develop 
and  apply  technology  measurements  and  standards.  NIST  will:  stimulate  the 
development  of  new  high-risk  technologies  with  substantial  commercial  potential 
through  the  Advanced  Technology  Program;  lead  the  Administration's  efforts  to  establish 
a  nationwide  network  of  manufacturing  extension  centers  which  help  small  and 
medium-sized  companies;  expand  a  laboratory  effort  planned  and  implemented  with 
industry  and  focused  on  infrastructure  technologies  such  as  measurements,  standards, 
data,  and  test  methods;  and  complete  the  upgrade  and  renovation  of  NIST  facilities. 

o         A  one-time  $18  million  increase  will  facilitate  implementation  of  the  American 

Technology  Preeminence  Act  of  1992  (P.L  102-245).   Commerce  will  facilitate  public 
access  through  depository  libraries,  assist  agencies  in  complying  with  the  requirement 
of  timely  transfer  of  Federally  produced  or  financed  technical  information  and  improve 
information  management  and  dissemination  capabilities. 

o         The  Office  of  the  Under  Secretary  and  Office  of  Technology  Policy  (US/OTP)  requests 
$1 1.3  million,  an  increase  of  $5.5  million  over  current  levels,  to  help  the  Commerce 
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Department  exercise  its  leadership  role  in  civilian  technology.  The  Office  of  Technology 
Policy  will  set  policies  designed  to  promote  the  most  rapid  advancement  of  emerging 
technologies  and  strengthen  the  manufacturing  base  —  a  necessary  step  in 
re-asserting  U.S.  technological  leadership  in  the  increasingly  competitive  world 
economy. 

o         The  National  Telecommunications  and  Information  Administration  (NTIA)  requests  $134 
million,  an  increase  of  $63  million  over  current  levels,  to  award  grants  and  conduct 
leading  edge  telecommunications  science  to  foster  development  of  a  National 
Information  Infrastructure  (Nil).  tsTTIA  will  also  work  to  expedite  the  upcoming  spectrum 
auction  expected  to  enhance  spectrum  use  and  help  reduce  the  deficit. 

o  The  International  Trade  Administration  (ITA)  re(^ests$4.1  million  to  promote  exports  of 
environmental  technology  products  and  services.  ITA  will  work  with  NOAA  and  NIST  to 
advance  the  U.S.  share  of  the  global  environmental  technology  market. 

o         The  National  Oceanic  and  Atmospheric  Administration  (NOAA)  requests  $15.5  million,  an 
increase  of  $14.4  million  over  base,  to  address  weather  and  climate  modeling  through 
the  use  of  the  most  advanced  supercomputers.   NOAA  also  requests  $14.5  million  to 
participate  in  an  intra -department  initiative  with  NIST  and  ITA  to  promote  environmental 
technologies. 

o         The  Patent  and  Trademark  Office  (PTO)  requests  $571.4  million  (entirely  funded  by  user 
fees)  to  administer  the  laws  relating  to  patents  and  trademarks  in  order  to  promote 
industrial  and  technological  progress  in  the  United  States  and  strengthen  the  national 
economy.    The  PTO  also  develops  and  advises  the  Secretary  and  the  Administration  on 
Intellectual  property  policy,  including  copyright  matters.  In  cooperation  with  ITA,  the  PTO 
advises  the  Secretary  and  other  agencies  of  the  U.S.  Government,  such  as  the  United 
State  Trade  Representative,  on  trade-related  aspects  of  intellectual  property.  In  FY  1995, 
all  PTO  fees  will  be  treated  as  offsetting  collections.  Appropriations  from  the  Special  Fee 
Surcharge  Fund  will  not  be  required. 

Export  Growth 

Exports  create  millions  of  jobs  for  American  workers  and  have  become  the  primary  "engine  of 
growth"  for  the  economy.  The  President  and  the  Secretary  of  Commerce  are  committed  to 
improving  America's  export  performance,  and  a  critical  component  of  the  Administration's  effort  is 
to  improve  the  Federal  govemment's  export  promotion  programs.  Figure  Three  displays  a  breakout 
of  the  Export  Growth  theme  according  to  bureau. 
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Figure  Three:   Export  Growth  Programs 
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The  Trade  Promotion  Coordinating  Committee  (TPCC),  a  nineteen  agency  working  group  chaired 
by  the  Secretary  of  Commerce,  made  specific  recommendations  for  revamping  the  Government's 
promotion  efforts.  The  TPCC  recommendations  form  an  integral  part  of  the  Administration's 
economic  development  strategy  over  the  next  few  years.  A  key  element  of  the  recommendations  is 
that  the  U.S.  Government  get  the  "biggest  bang  for  the  buck"  from  its  total  export  promotion  budget. 
To  carry  out  this  task,  the  Department  developed  the  following  goals: 

o         Enhance  Our  Global  Network 

To  enhance  the  Department's  network  of  trade  specialists,  we  are  requesting  an  increase 
of  $12.8  million  for  the  International  Trade  Administration  (ITA).  The  specific  initiatives 
within  this  increase  include:  expanding  opportunities  for  U.S.  exporters  in  critical  growth 
markets;  increasing  U.S.  businesses'  awareness  of  sources  of,  and  access  to,  trade 
finance;  and,  increasing  exports  of  U.S.  firms  making  the  transition  from  defense 
production  to  commercial  marketing.  In  addition,  ITA  will  participate  in  the  newly 
established  U.S.  Export  Assistance  Centers  ("one-stop"  shops),  in  cooperation  with  the 
Small  Business  Administration  and  the  Export- Import  Bank,  providing  trade  finance 
information  and  counseling. 
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o         Facilitate  Trade 

For  the  first  time  in  a  post  cold  war,  post  CoCom  world,  the  Export  Authorization  Act  will 
be  reauthorized  in  1994  and  requires  new  responsibilities  for  BXA.  To  maintain  a  post 
cold -war  export  control  system  that  facilitates  trade  while  safeguarding  national  security, 
we  are  requesting  an  increase  of  $7.7  million  for  the  Bureau  of  Export  Administration 
(BXA).  This  request  is  part  of  a  government-wide  effort  to  reform  the  Federal  export 
control  system  as  recommended  by  the  National  Performance  Review  and  the  TPCC. 
Special  attention  will  be  given  to  streamlining  the  export  licensing  process  and 
liberalizing  export  controls. 

BXA  also  has  an  important  role  in  providing  export  control  technical  assistance  and 
support  for  foreign  defense  conversion  in  the  Newly  Independent  States  (NIS).  These 
initiatives  will  not  only  help  combat  proliferation,  but  are  also  preconditions  to  expanded 
high  technology  trade  with,  and  investment  in  these  countries. 

o         Expanding  Tourism  Markets 

To  continue  to  support  tourism  market  development  programs,  we  are  requesting  $1 7.9 
million  for  USTTA.  USTTA  addresses  the  interests  of  the  collective  U.S.  tourism  industry, 
including  small  business  and  distressed  communities,  and  provides  the  cohesiveness 
necessary  in  the  international  tourism  market. 

Environmental  Stewardship  and  Assessment 

The  Department  of  Commerce  has  a  unique  role  in  promoting  stewardship  of  the  global 
environment  through  effective  management  of  the  Nation's  marine  and  coastal  resources,  in 
monitoring  and  predicting  short  and  long-term  changes  in  the  Earth's  environment,  linking  trade, 
development  and  technology  with  environmental  issues,  and  in  estimating  how  the  many  activities 
directed  at  improving  the  environment  affect  the  performance  of  the  U.S.  economy.   For  FY  1 995, 
DOC  proposes  a  total  of  $1.9  billion  for  its  environmental  programs,  representing  a  $37.6  million 
decrease  from  current  levels.  This  is  due  primarily  to  reduced  funding  requirements  of  the  National 
Weather  Service  (NWS)  as  the  Next  Generation  Weather  Radar  (NEXRAD),  Automated  Surface 
Observing  Systems  (ASOS)  and  Weather  Forecast  Office  (WFO)  construction  programs  begin  to 
wind  down.  This  decrease  is  largely  a  result  of  changed  funding  levels  in  non-recurring  programs. 
Figure  Four  presents  a  breakout  of  the  Environmental  Stewardship  theme. 

The  National  Oceanic  and  Atmospheric  Administration  (NOAA)  has  the  primary  Federal 
responsibility  for  providing  the  sound  scientific  observations,  assessments  and  forecasts  of 
environmental  phenomena  on  which  resource  management  and  other  societal  decisions  can  be 
made.  The  Economics  and  Statistics  Administration  (ESA)  has  the  primary  responsibility  for 
providing  information  about  the  economy. 
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Figure  Four:  EnvironmentalStewardship  and  Assessment  Programs 
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Decisionmakers  involved  in  environmental  issues  require  both  environmental  and  economic 
information  to  form  rational  decisions.   NOAA  and  ESA  programs  provide  that  vital  information. 

As  part  of  its  FY  1995  budget  request,  Commerce  proposes  a  four-point  program  to 
accomplish  this  combined  mission.  These  programs  center  around  the  following  themes: 

o         EnvironmentalStewardship  (NOAA): 

NOAA  requests  $623  million,  an  increase  of  $52.2  million  over  current  levels  for  environmental 
stewardship  requirements.  As  Federal  trustee  for  marine  resources  and  their  habitats,  NOAA 
proposes  an  investment  strategy  designed  to  build  sustainable  fisheries  by  implementing  ambitious 
management  plans,  increase  the  populations  of  protected  marine  species  by  implementing 
recovery  plans  that  take  a  proactive  approach  to  preventing  depleted  status  designation  for 
species,  promote  coastal  ecosystems  health  through  integrated  ecosystem  management  that 
provides  better  information  for  decision -makers,  and  modernize  navigation  and  positioning 
services  by  electronically  integrating  accurate  chart  data,  satellite-based  locations,  and  real-time 
environmental  information. 
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In  FY  1995,  Commerce  also  proposes  to  collect  $88.0  million  in  additional  fees  associated  with 
NOAA  programs.  These  fees  are  designed  to  recover  portions  of  the  direct  and  indirect  costs 
associated  with  administering  NOAA's  living  marine  resources,  marine  sanctuary  and  aeronautical 
charting  programs.  The  funds  collected  will  be  used  to  offset  discretionary  spending  within  NOAA. 

o         Environmental  Assessment  and  Prediction  (NOAA): 

NOAA  requests  $1 ,251  million,  an  increase  of  $78.2  million  over  current  levels  for  assessment  and 
prediction  requirements.  A  key  Federal  role  played  by  NOAA  is  to  provide  short-term  warning  and 
forecast  products  and  services,  produce  forecasts  of  climate  variability,  and  provide 
science-based  advice  to  policy  makers  on  critical  environmental  issues.  NOAA  proposes  to 
advance  short-term  warning  and  forecast  services  for  the  Nation  by  completing  the  modernization 
of  weather  services.   NOAA  will  also  implement  reliable  seasonal  to  interannual  climate  forecasts  by 
developing  a  national  climate  prediction  center,  and  carrying  out  process  research  designed  to 
model  the  global  ocean -atmosphere- land  system  for  better  prediction  of  rainfall.  NOAA  will 
expand  research  efforts  that  will  lead  to  improved  predictions  and  assessments  on 
decadal -to -centennial  time  scales. 

o         InfrastructureRequirennents(NOAA): 

NOAA  requests  $59.2  million,  a  decrease  of  $170.5  million  over  current  levels  for  infrastructure 
requirements.  To  implement  NOAA's  programs  efficiently  and  effectively,  an  investment  in  the 
current  support  infrastructure  is  required.   NOAA  has  developed  and  is  currently  implementing  a 
Fleet  Replacement  and  Modernization  (FRAM)  plan,  a  15- year  capital  investment  program 
designed  to  replace  or  modernize  its  aging  fleet  of  research  and  charting  vessels.  NOAA  is  also 
engaged  in  a  facilities  maintenance  and  construction  program  designed  to  provide  NOAA 
personnel  with  safe,  healthy,  and  energy- efficient  facilities  while  simultaneously  meeting  Federal 
environmental  compliance  statutes. 

o         Economic  Statistics  for  Environmental  Stewardship  (ESA): 

ESA  requests  $3.8  million,  an  increase  of  $2.5  million  over  current  levels  for  environmental  statistics. 
As  part  of  Commerce's  role  as  the  producer  of  key  economic  and  demographic  statistics  for  this 
country,  ESA  proposes  to  improve  statistics  on  the  economy  and  the  environment  and  introduce 
Green  Gross  Domestic  Product  (GDP).  The  Bureau  of  Economic  Analysis  will  incorporate  the 
consumption  of  natural  resources  inputs  into  the  economy,  and  value  the  resulting  loss  of 
environmental  quality  in  a  satellite  account  accompanying  the  presentation  of  GDP.  Census  will 
expand  the  collection  of  data  regarding  pollution  abatement  costs  and  techniques  to  support  this 
effort. 
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Economic  Development 

The  President's  economic  plan  changes  the  direction  of  economic  policy  by  bringing  the  deficit 
down  over  the  next  five  years  and  shifting  the  mix  of  Federal  activities  toward  investment  in  a  more 
productive  economy.  To  accomplish  this  mission,  the  Department  of  Commerce  is  taking  action  to 
rebuild  the  Economic  Development  Administration  (EDA)  and  to  reinvigorate  the  Minority  Business 
Development  Agency  (MBDA).  The  total  FY  1995  request  for  the  Department  for  this  combined 
effort  by  EDA  and  MBDA  is  $456  million,  a  $64  million  increase  over  FY  1994  appropriations    Figure 
Five  displays  a  breakout  of  this  theme,  showing  MBDA  and  the  relevant  activities  of  EDA. 

Figure  Five:  Economic  Development  Programs 
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EDA  and  MBDA  programs  will  be  targeted  toward  the  creation  of  new  businesses,  industries  and 
jobs  in  urban  and  rural  communities,  especially  areas  adversely  impacted  by  shifts  in  Federal 
policies,  such  as  Department  of  Defense  (DOD)  and  Department  of  Energy  (DOE)  impacted  areas 
and  natural  disasters. 


The  FY  1995  request  was  developed  with  an  eye  toward  achieving  these  goals    The  Economic 
Development  initiative  enables  the  Department  to: 
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Provide  Defense  Reinvestment: 

The  Department  is  requesting  a  total  of  $140  million  for  EDA  to  assist  communities 
impacted  by  cutbacks  in  DOD  procurements  and  base  closures  and  DOE  realignment 
and  closures.  The  resources  will  allow  the  Department  to  provide  economic  adjustment 
assistance  to  communities  and  businesses  transitioning  to  peacetime  economies.   EDA 
has  $80  million  available  for  this  program  in  FY  1994.   DOD  transfers  to  the  Department 
in  FY  1992  and  1993  totalled  $130  million. 

Strengthen  EDA's  Infrastructure: 

The  Department  of  Commerce  is  also  requesting  $4.1  million  to  fund  permanently  an 
Office  of  Economic  Conversion  information,  strengthen  grants  administration,  enhance 
management  information  systems,  and  increase  EDA's  policy  analysis  and  performance 
measurement  capabilities. 

The  Office  of  Economic  Conversion  Information  sen/es  as  the  primary  clearinghouse  for 
Federal,  state  and  local  economic  adjustment  assistance  programs.   It  was  established  in 
FY  1994,  supported  by  both  DOD  and  DOC  funds.   In  FY  1995,  we  are  requesting  that 
funds  be  provided  again  from  DOD  and  additional  funds  be  provided  to  EDA  to  expand 
the  program  to  address  economic  adjustment  issues. 

Provide  Economic  Development  Loan  Guarantees: 

In  an  effort  to  fill  a  financing  gap  in  Federal  credit  programs  and  leverage  Federal  dollars, 
EDA  proposes  to  establish  a  business  development  loan  guarantee  program.  The 
program  will  guarantee  loans  made  to  private  borrowers  by  private  lending  institutions, 
State  and  local  agencies  established  to  extend  credit,  and  community  development 
financial  institutions.  Activities  for  which  loans  may  be  guaranteed  consist  of  the 
development  of  land  and  facilities  (including  machinery  and  equipment)  for  industrial  or 
commercial  usage.   In  FY  1995,  we  are  requesting  $50  million  in  budget  authority  to 
support  a  program  of  $269  million.  An  additional  $2  million,  including  existing  resources, 
will  be  required  to  administer  the  program. 

Foster  Economic/MlnorityBusiness  Development: 

MBDA  will  expand  enterprise  and  capital  development  programs  in  support  of  the 
Administration's  effort  to  promote  minority  business  development.   The  total  request  for 
MBDA  in  FY  1995  is  $44.7  million.  Included  in  this  request  is  an  increase  of  $2.2  million 
to  fund  an  additional  Minority  Enterprise  Growth  Assistance  (MEGA)  Center  and  improve 
minority  access  to  capital  and  Federal  procurement  activities. 
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Economic  Information  Infrastructure  Initiative  (Fia) 

Commerce  programs  included  in  this  area  provide  the  economic  and  demographic  data  required  to 
manage  a  growing  and  complex  society.   Unfortunately,  a  number  of  reports  in  the  last  decade 
have  raised  serious  concerns  about  the  quality  of  our  Nation's  statistics.  The  International  Monetary 
Fund  speaks  of  errors  and  omissions  in  the  international  accounts  so  large  that  "it  has  been  difficult 
to  ascertain  whether  individual  countries  have  been  debtors  or  creditors."  According  to  Fortune 
magazine  (3/8/93):  "It  could  be  the  biggest  infrastructure  problem  of  all.  Once  the  envy  ^iTthe^orld 
America's  system  for  gathering  and  interpreting  economic  statistics  has  fallen  into  disrepair  The      ' 
resulting  mismeasurements  make  it  harder  than  ever  to  understand  what's  happening  to  the 
economy  both  in  the  short  run  and  over  the  long  haul." 

Incomplete  source  data  on  employee  compensation  in  the  past  have  resulted  in  large  revisions  in 
wages  and  salaries  in  the  National  Income  and  Product  Accounts  (NIPAs),  which  have  in  turn 
necessitated  recomputation  of  the  Treasury's  projected  tax  receipts.   In  the  1990  mid-session 
review  of  the  budget,  0MB  revised  upward  the  projected  deficit  by  over  $10  billion  as  a  result  of  a 
$58  billion  revision  in  wages  and  salaries  in  the  NIPAs. 

In  1990,  as  the  U.S.  entered  what  was  described  by  many  as  a  "credit  crunch"  recession  the  errors 
and  omissions  in  the  U.S.  balance  of  payments  were  so  large  that  it  was  not  possible  to  determine 
If,  as  the  capital  account  indicated,  the  supply  of  foreign  capital  had  evaporated  or  not    The 
importance  of  this  gap  in  information  in  monetary  policy  is  illustrated  by  the  fact  that  during  the  latter 
part  of  the  1980s,  one-fourth  of  U.S.  investment  funds  came  from  abroad. 

Our  data  are  weakest  in  precisely  those  areas  where  economic  change  has  been  most  dynamic 
such  as  measuring  technological  innovation,  the  service  sector,  and  trade.   For  example  in  1987 
0MB  created  a  Standard  Industrial  Classification  (SIC)  code  for  semiconductors,  but  it  lumps 
together  advanced  microprocessors  with  photovoltaic  cells  and  simple  memory  chips    Electronic 
vacuum  tubes,  meanwhile,  get  a  category  of  their  own. 

To  improve  this  situation,  the  Department  of  Commerce  requests  a  1995  budget  for  spending  on  the 
Economic  Information  Infrastructure  Initiative  which  is  $76.4  million  greater  than  FY  1994    The 
FY  1995  total  request  for  the  Initiative  is  $358.8  million.    This  includes  a  total  budget  of  $48  6  million 
for  the  Decennial  Census,  as  well  as  an  increase  of  $19  million  to  improve  economic  statistics 
and  the  infrastructure  of  the  Bureau  of  Economic  Analysis  (BEA)  and  the  Census  Bureau. 

Figure  Six  displays  a  breakout  of  this  theme  by  bureau. 

Three  priorities  drive  the  Economic  Information  Infrastructure  Initiative: ' 

o         To  use  the  planning  cycle  for  the  2000  decennial  census  as  a  vehicle  for  fundamental 

change.  Census  will:  create  a  process  which  would  lead  to  a  one  number  Census  that  is 
"right  the  first  time";  increase  the  coverage  and  reduce  the  differential  undercount  keep 
total  costs  for  the  complete  decennial  cycle  at  or  below  that  of  the  1990  cycle  on  a  real 
per  household  basis;  increase  the  primary  response  rate  to  the  Decennial  Census  to 
reduce  the  undercount  problem  and  the  cost  of  correcting  it. 
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Figure  Six:  Economic  Information  Infrastructurelnitiative Programs 
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Improve  the  economic  data  and  dissemination  infrastructure  by  strengthening  existing 
economic  data  collection  and  analysis  to  make  our  current  economic  statistics  more 
accurate  and  dependable;  launch  new  initiatives  to  address  new  concerns  by  fully 
implementing  the  System  of  National  Accounts  and  improving  information  on  capital 
flows  and  foreign  investment;  and  provide  major  improvements  in  dissemination  of  both 
Census  and  Bureau  of  Economic  Analysis  data. 

Create  the  technological,  methodological  and  data  infrastructure  needed  to  collect 
accurate  data  at  the  lowest  cost.  Census  will:  restructure  the  SIC  Code;  implement 
Computer  Aided  Survey  Information  Collection  (CASIC)  to  re-engineer  survey  collection 
and  processing;  and,  modernize  computer  systems  which  will  allow  the  use  of  open 
systems  for  the  2000  Decennial.  The  Bureau  of  Economic  Analysis  (BEA)  will  re- 
engineer  its  information  system  -  moving  from  a  1 970's  mainframe  data  processing 
environment  into  a  more  efficient,  integrated,  and  interactive  microcomputer  network. 
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SHARPENING  PROGRAM  AND  MANAGEMENT  EFFECTIVENESS 

The  Department  of  Commerce  continues  to  stress  the  importance  of  management  effectiveness  and 
to  seek  ways  of  assuring  that  our  programs  are  providing  the  best  possble  level  and  quality  of 
service  to  the  American  people.  To  that  end,  we  have  begun  or  accelerated  a  number  of 
Commerce  initiatives  and  have  taken  an  active  stance  in  implementing  the  Commerce  portion  of  a 
senes  of  government- wide  programs  which  will  improve  the  performance  of  our  programs.  Our 
work  under  the  most  visible  of  these  initiatives  -  -  the  Government  Performance  and  Results  Act 
the  National  Performance  Review,  and  the  Commerce  Performance  Review  -  -  are  discussed  here. 
Further,  in  the  day-to-day  managing  of  the  Department  and  its  staff,  we  are  constantly  looking  for 
new  ways  of  getting  the  most  out  of  our  talented  emfbloyees,  such  as  instituting  an  initiative  in 
cultural  diversity  for  managers  and  staff.  We  are  also  facilitating  the  establishment  of  flexible 
working  hours  where  consistent  with  program  mission  requirements. 

Implementationof  the  Government  Performance  and  Results  Act 

In  August  1993,  the  President  signed  the  Government  Performance  and  Results  Act  (GPRA).  which 
requires  each  Federal  agency  to  prepare  strategic  plans  and  annual  performance  plans  for  its 
program  activities.  While  the  deadlines  for  submitting  these  documents  are  still  a  few  years  away. 
the  Department  is  now  beginning  to  prepare  for  the  requirements  of  this  Act  and  make  Commerce 
more  effective  and  more  accountable  to  the  American  people. 

In  support  of  the  Administration's  commitment  to  provide  a  results -oriented,  customer -focused 
Government,  we  will  participate  actively  in  the  implementation  of  the  GPRA  during  FY  1994  and 
beyond.  We  have  recently  received  approval  from  the  Office  of  Management  and  Budget  to  have 
two  projects  in  the  first  round  of  GPRA  pilot  tests  across  the  Federal  Government.  One  pilot  covers 
NOAA,  and  is  geared  towards  the  development  of  pertormance  measures  in  a  number  of  complex 
scientific  areas.  The  second  pilot  covers  specific  information  dissemination  programs  within 
Census,  NTIS  and  PTO.  In  addition,  staff  of  the  Department  are  participating  actively  in  0MB 
working  groups  which  are  designing  aspects  of  GPRA  implementation  that  will  apply  to  all 
departments  in  the  years  ahead. 

We  view  our  activities  under  the  GPRA  as  a  continuation  of  related  efforts  we  have  implemented 
over  the  years,  including  the  Chief  Financial  Officers  (CFO)  Act.  the  National  Performance  Review 
(NPR),  and  our  own  version  of  the  NPR.  the  Commerce  Performance  Review  (CPR).  All  of  these 
efforts  emphasize  a  Federal  Government  that  is  effective,  efficient  and  outcome-oriented. 

Commerce  and  the  National  Performance  Review 

The  National  Performance  Review,  announced  by  the  President  in  March  1993.  had  a  clear  and 
specific  goal:  to  create  a  Government  that  works  better  and  costs  less.  Unlike  past  efforts  that 
relied  almost  exclusively  on  participants  with  limited  knowledge  of  governmental  operations,  the 
Vice-President  and  the  National  Performance  Review  teams  sought  input  from  a  wide  range  of 
people:  Federal  employees  and  managers,  private  sector  companies  which  successfully 


13 


24 


implemented  new  operating  practices,  state  and  local  leaders,  and  members  of  academla.  A 
number  of  Commerce  staff  participated  actively  on  NPR  teams  examining  other  agencies  and 
developed  recommendations  for  those  other  agencies.   In  addition,  Commerce  has  worked  closely 
with  the  NPR  teams  examining  some  of  the  functional  activities  of  the  Federal  Government 
(budgeting,  financial  management,  information  resources  management,  and  others);  and  many  of 
our  recommendations  to  those  teams  have  been  implemented  in  the  teams'  final  products. 

One  of  the  highlights  of  our  work  on  the  NPR  took  place  when  the  Vice-President  held  a  "town 
meeting"  in  our  Departmental  headquarters  building  with  Commerce  employees,  providing 
additional  spark  to  our  support  of  reinvention  efforts. 

Since  the  overall  NPR  report  was  issued  in  September  1993,  Commerce  has  been  working  hard  to 
implement  many  of  that  report's  recommendations  for  improving  and/or  expanding  Commerce 
programs  in  the  areas  of  information  dissemination,  export  promotion,  economic 
development.  Information  collection  requirements  for  U.S.  business,  and  others.  The  Commerce 
report  includes  actions  to  be  taken  now,  by  Executive  Order  of  the  President  or  by  the  Secretary,  as 
well  as  recommendations  for  Congressional  action.  We  are  also  implementing  plans  to  streamline 
the  workforce  and  to  implement  the  requirements  of  an  Executive  Order  on  customer  service 
standards. 

A  list  of  Commerce- specific  Issues  as  included  in  the  NPR  report  appears  below: 

o  Reinvent  Federal  Economic  and  Regional  Development  Efforts 

o  Provide  Better  Coordination  to  Refocus  and  Leverage  Federal  Export  Promotion  Efforts 

o  Reform  the  Federal  Export  Control  System 

o  Strengthen  the  Tourism  Policy  Council 

o  Create  Public- Private  Competition  for  the  NOAA  Fleet 

o  Improve  N^arine  Fisheries  f^anagement  by  implementing  user  fees 

o  Provide  EDA  Public  Works  Loan  Guarantees  for  Infrastructure  Assistance 

o  Establish  a  Manufacturing  Technology  Data  Bank 

o  Expand  Electronic  Availability  of  Census  Data 

o         Amend  the  Omnibus  Trade  and  Competitiveness  Act  to  Increase  the  Data  Quality 
of  the  National  Trade  Data  Bank 

o         Eliminate  Legislative  Barriers  to  the  Exchange  of  Business  Data  Among  Federal 
Statistical  Agencies 

o  Establish  a  Single  Operational  Polar  Satellite  Program 

o  Use  Sampling  to  Minimize  Cost  of  the  Decennial  Census 

o  Build  a  Business  and  Economic  Information  Node  for  the  Information  Highway 

o  Increase  Access  to  Capital  for  Minority  Businesses 


14 


25 


The  Commerce  Performance  Review  -  Our  Approach  to  Reinventing  Government 

In  support  of  the  President's  National  Performance  Review,  the  Department  of  Commerce  performed 
its  own  assessment  of  operating  procedures,  policies,  and  current  issues  with  an  eye  towards 
seeking  changes  to  better  conduct  business  —  the  Commerce  Performance  Review  (CPR).  The 
Department  must  set  an  example  in  business-like  management  of  our  internal  operations. 
Techniques  such  as  strategic  planning,  business  process  reengineering,  selective  rightsizing,  and 
organizational  streamlining  are  vital  to  that  purpose. 

To  that  end,  the  Department  has  taken  an  ambitious  approach  towards  the  Government-wide 
reinvention  effort.  When  the  Vice-President  visited  our  Departmental  headquarters  for  a  "town 
meeting"  session,  several  Commerce  employees  spoke  with  him  directly  about  the  themes  common 
to  both  the  NPR  and  the  CPR  efforts  and  about  their  ideas  for  streamlining  operations  and 
improving  service  delivery.  As  the  overall  effort  continued  during  the  summer  and  fall  of  1993, 
Departmental  managers,  supervisors  and  employees  were  enlisted  for  their  support.  They 
responded  with  nearly  8000  ideas,  50  detailed  proposals  from  cross -cutting  teams  on  trade, 
economic  stimulus,  technology,  environmental  services  and  research,  information  and  technology, 
and  100  recommendations  from  various  focus  groups  held  throughout  the  country. 

In  support  of  the  Vice-President's  interest  in  reinvention,  many  Commerce  bureaus  responded  to 
the  invitation  to  conduct  "reinvention  laboratories."  Five  labs  have  been  established  to  experiment 
with  new  and  innovative  means  of  doing  business. 

o         Administrative  Management  of  the  Boulder  Laboratories  -  A  cross-cutting  project 
involving  four  of  the  Department's  scientific  laboratories  in  Boulder,  Colorado. 

o         Information  Output  and  U.S.  Business  -  This  National  Technical  Information  Service  lab 
will  provide  a  "one-stop"  electronic  service  to  assist  customers  in  finding  needed 
information. 

o         Reinventing  the  Bureau  of  Export  Administration  -  This  lab  will  address  the  Secretary's 
interest  in  restructuring  the  agency  by  reducing  overhead,  developing  self-directed  work 
teams,  and  pursuing  bureau-wide  quality  reform. 

o         Flexible  Workplace  Lab  -  This  Patent  and  Trademark  Office  lab  will  re-engineer  work 
processes  and  establish  an  electronic  environment  to  allow  employees  to  work  off- site. 

o         Computer- Assisted  Survey  Information  Collection  -  This  Census  Bureau  lab  will  use 
computer- assisted  techniques  to  merge  data  collection  and  processing  activities. 

Finally,  the  Census  Bureau  is  working  with  other  Commerce  bureaus  to  develop  a  comprehensive 
customer  survey  methodology.  This  initiative  is  part  of  our  continuing  effort  not  only  to  reinvent 
Commerce,  but  to  ensure  that  we  are  responsive  and  effective  in  exceeding  the  needs  of  our  many 
customers  throughout  the  world. 
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DEPARTMENT  OF  COMMERCE 
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COMPARISQNOF  1993.  1994.  AND  1995  BUDGET  AUTHORITY 
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COMPARISONOF  1993.  1994.  AND  1995  OUTLAYS 


DISCRETIONARY 


Change 
1994  lo  1995 
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Regronal  Development  Program 
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COMPARISON  OF  1993.  1994  AND  1995  TOTAL  FULL-TIME  EQUIVALENT  (WORKYEARS) 

FINANCED  FROM  ALL  SOURCES  OF  FUNDS 


Qarwml  Attninstmbon 

Economic  Oiiwlopmeni  ActninistraDon 

Bureau  ol  the  Census 

Economic  and  StBDStcal  Anafyiis 

Intemtf  lonal  T  ade  Attninrstratton 

BufBau  of  Export  Ai^inetnbon 

Minorty  Business  Devetopmerrt  Agency 

Unrted  Slates  Tra\«f  and  Tounsm  AdminstrBbon 

Nabonal  Oceanc  and  Atmosphenc  AdmmDtration 

F^lenl  and  TfBdemarfc  Oflco 

Under  Secretary  /  Offce  ot  Technology  Polcy 

National  Technical  tntormabon  Servce 

Naftor^i  instjTute  ot  Standards  andTechnoiogy 

National  Teiecommumcslions  and  Inlorrnalion  Administraoon 

TOTAL,  DCPAflTMEMT    OF  COMMEBCE 


1994 

Changs 

1993 

Enacted 

1995 

1«J  -  1995 

1.1B9 

1J64 

1i<7 

(17) 

343 

3U 

352 

P) 

7*80 

B.191 

e.014 

(177) 

541 

KO 

583 

23 

22M 

2.473 

2.452 

CD 

VB 

310 

353 

43 

17S 

190 

187 

P) 

U 

94 

97 

3 

14.309 

13592 

13230 

«S2) 

4.969 

s.oao 

5.075 

25 

34 

43 

60 

17 

3S2 

381 

378 

0) 

3.111 

3285 

3.389 

104 

309 

317 

337 

20 

(51) 


COMPARISON  OF  1993.  1994  AND  1995  EMPLOYMENT  IN  PERMANENT  POSITIONS 
FINANCED  FROM  ALL  SOURCES  OF  FUNDS 


General  Actmnrstrvtion 

Economic  Development  Ac^imstfabon 

Bureau  ot  the  Census 

Economic  and  Statistcal  Anafysis 

Intemdional Trade  AtAnintstrsbon 

Bureau  of  Export  AdminstrmDon 

Mii^rty  Busirwss  Dwelopmenl  Agency 

tinned  States  Trawvl  andTouram  Ac^inBtmtton 

Natmnal  Ocaanc  and  AtmospherK  AdrnmstraDon 

fttent  and  Trademark  Offce 

Under  Secivtary  /  OfTce  of  Techr>otogy  Policy 

Nabonal  Techntcal  htormatK>n  Servce 

National  ln«iTute  ot  Standards  and  Tectinology 

NalK>nalTe4ecommurvctfions  and  kitorrnat>on  Admmtatration 

TOTAL,  OEPARTIIEKT    OF  COMMERCE 


1994 

Change 

1993 

Enacted 

1995 

1994  -  1995 

1.306 

1.323 

1.311 

(12) 

375 

375 

372 

P) 

5.871 

6138 

5.811 

P27) 

660 

616 

686 

70 

2.45S 

2.544 

2524 

CO) 

434 

310 

370 

ao 

208 

209 

206 

P) 

M 

94 

97 

3 

14^31 

13.806 

13.742 

04) 

S»1 

5.314 

5.385 

71 

43 

43 

63 

20 

360 

4sa 

458 

0 

2«6 

3.109 

3J65 

156 

280 

316 

336 

20 

B9) 


21 


79-441  0-94-2 
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GENERAL  ADMINISTRATION 


Salaries  and  expenses  provides  funding  for  the  Secretary,  Deputy  Secretary  and  support  staff. 
Responsibilities  involve  policy  development  and  implennentation  affecting  U.S.  and  international 
activities  as  well  as  establisfimg  internal  goals  and  objectives  for  the  operation  of  the  Department. 
The  functions  include  primary  liaison  with  executive  branch,  Congressional  and  private  sector 
groups  and  acting  as  the  management  and  administrative  control  point  for  the  Department. 

The  Office  of  Inspector  General  conducts  audits,  inspections  and  investigations  to  combat 
mismanagement,  fraud,  waste  and  abuse  of  Departmental  resources,  and  to  improve  the 
efficiency  and  effectiveness  of  Commerce  programs. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1995 

Increase 

1993 

1994 

Estimate 

(Decrease) 

FEDERALFUNDS: 

Appropriation: 

Salaries  and  expenses 

$31,712 

$33,042 

$36,727 

$3,685 

Inspector  General 

15,805 

16.000 

16.904 
53,631 

904 

TOTAL  APPROPRIATION 

47,517 

49,042 

4,589 

Transfer  Pursuant  to  P. L  102  - 

395 

Salaries  and  expenses 

1,420 

0 

0 

0 

TOTAL  BUDGET  AUTHORITY 

48,937 

49.042 

53,631 

4,589 

PERMANENT  POSITIONS 

Appropriation: 

Salaries  and  Expenses 

340 

368 

370 

2 

Inspector  General 

214 

214 

214 

0 

TOTAL: 

554 

582 

584 

2 

22 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  Increase/fPecrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Salaries  and  Expenses 

AdministrativeSavings  370  $37,210  0  ($150) 

Reduction  mandated  by  Executive  Order  12837,  "Deficit  Control  and  Productivity  Improvement  in 
the  Administration  of  the  Federal  Government",  dated  February  10,  1993. 

Full  Time  EquivalentSavings  370  37,210  0  (333) 

Savings  mandated  by  Executive  Order  12839,  "  Reduction  of  100,000  Federal  positions",  dated 
February  10,  1993. 

Inspector  General  :<■ 

AdministrativeSavings  214  17,113  0  (21) 

Reduction  mandated  by  Executive  Order  12837,  "Deficit  Control  and  Productivity  Improvement  in 
the  Administration  of  the  Federal  Government',  dated  February  10.  1993. 

FTE  Savings  214  17,113  0  (188) 

Savings  mandated  by  Executive  Order  12839,  "  Reduction  of  100,000  Federal  positions",  dated 
February  10,  1993. 


23 
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Comparison  of  Appropriation  by  Activity 


GENERAL  ADMINISTRATION 

S«lariM«iid  aaxntes 

ORFCT  OBLIGATIONS: 

Executive  Direction 
Departmental  Staft  Servces 

TOTAL  DIRECT  OBLIGATIONS: 
RBMBURSABLE  OBUGATIONS: 
TOTAL  OBUGATIONS 
FINANONG: 

Offsetting  collections  from 
Federal  funds 

Subtotal,  financing 
TOTAL  BUDGET  Al/THORnY 

TOTAL  APPROPRIATION: 


1994 

Curreniy  Avaiable 

Perm.  Pos        Amount 


1995 
Estimate 


Perm   Pos         Amount 


Perm  Pos        Amount 


Increase/ 
(Decrease) 


Perm   Pos        Amount 


111 

$11,701 

111 

$12,913 

111 

$12,725 

0 

($188) 

257 

21,341 

259 

370 

24.297 
37.210 

259 
370 

24.002 
36.727 

0 
0 

(295) 

368 

33.04? 

(483) 

26 

46.155 

26 

48.000 

26 

46.000 

0 

0 

P6) 

(46.155) 

(26) 

(46.155) 

36S 

33.042 

P6) 

(48,000) 

(26) 

(48.000) 

370 

36.727 

24 
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Summary  of  Changes  from  1994  Appropriation 


1995  EsbrruSe 


GENERAL  ADUIMSTfVMION 
ftllWTti  Mlri    BBtnitl 
Apprapnaooa  19M 

ADJUSTllFWrs  TO    RASF 

ADJJSTyFKTS 

ConbnuMicn  of  1094  opanting  lawl 

SubttiW.  w^ustm^ntt 
OTHFRCHAHQFS 

1094  Locally  pay  rane 

1995  Pay  raise 

Withn-grade  step  increases 

Crvnge  in  compensable  days 

Crvil  Service  ReDrement  System  (CSRS) 

Federal  Emptoyaes  Retremem  System  (FEBS) 

Thnfl  Savings  Plan  (TSP) 

Federal  durance  Contrtoutions  Act  (FICA) 

HaaRh  insurance 

Emptoyaes'  CoiTipensation  Fi^d 

Rant  payments  to  GSA 

Pnntng  and  reproduction 

Olttar  Sarvces  (WCn 

AuAl  Costs 

Supplies  and  mMenals 

Equpmerit 

Subtotal,  other  changes 

TOTAL,  ADJUST1IENTS  TO    BASE 

1995  base 

AAmnatratrva  Savngs 
FTEF 


Pirm  FBI       AmsUll  Farm  Po.        Aoisual 

3sa  t33.a4: 


2S7 
242 

(ft) 
(SO) 
92 
CO 
26 
S3 
43 
137 
36 
1S7 
129 
9 
20 


1.996 


2  4.16S 

370  37.210 

0  (150) 

°  P"> 


TOTAL  REOUIREHENTS 


370 


36.727 


lass  APPnoraATioN 
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Comparison  of  Appropriation  by  Activity 


GENERAL   ADMINISTRATION 
pffjcn  ol  Hie  Insoactof   General 
niRFCT  OBLIGATIONS 
Inspector  General 
TOTAL  DIRECT  OBLIGATIONS 

RBMBURSABLE  0BUGAT10NS 
TOTAL  OBLIGATIONS 


1994 
Currenlly  Available 

1995 
Base 

1995 
Estimate 

Increase/ 
(Decrease) 

Perm   Pos        Amognl 

Perm   P«s         AmflMnI 

Perm   Pos         Amount 

P?rm    Pos         Amr? 

unt 

($209) 


(209) 


FINANCING. 

Ottsetting  collections  from 
Federal  funds 

Subtotal  financing 

TOTAL  BUDGET  AUTHOHITY: 

TOTAL  APPROPRIATION 


(2.992) 


P.992) 


26 
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Summary  of  Changes  from  1 994  Appropriation 


1995  E»lim«e 


OEP4ERM.  AOIflMSmATION  I^U&d  Summry 

Offica  ol  lh«  Itmometet   ftanwral  Parm  Poa.        AmfiUOt  Pttti   Pt»         Amounl 

Appropmttofx  1994  214  tie.OOO 

APJUSTMEHTSTQ   ^SL 

RMtomwn  ol  FY  1994  Bast  0 taSO 

Subtotal.  A(|u*tJT>*nt8  0  390 

QTHCB CHANGES 

1994  Localfty  pay  rana  462 

1995  Pay  raso  1S2 
Wtthn- grade  step  incraasas  1S3 
Changes  in  compenubte  (k/s  (45) 
Adminatratr^ilY  urcontrollabia  o^rtvne  41 
CmI  S«rvK«  Retirement  System  (GSRS)  7 
f  adaial  Emptoyeea  Retiremenl  System  (f  ERS)  P) 
Thrift  Savings  Pivi  fTSP]  35 
Fedeal  Insurance  ContrtxJDons  Act  (FiCA)  (10) 
HaaRh  insufwwa  38 
Emptoyaes'  CampensM>on  Fu>d  (153) 
RantBtpaymerrts  toQSA  47 
Pnntrg  and  reproduction  1 
Other  servcas  (WCF)  21 
Supplies  andmnenals  2 
Equpmeni  1 

Subiotil.  other  changes  0  7^3 

TOTAL  ADJUSTMENTS  TO    BASE 

1995  base 

AdminatratTve  Savngs 
FTE  Raductiora 

TOTAL  REOUIREHENT5 

ins  APPROPHATION 


0 

1.113 

214 

17.113 

0 

»1) 

0 

(1M) 

214 

16.904 

2t4 

16.104 

27 
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ECONOMIC  DEVELOPMENT  ADMINISTRATION 


lJ 


The  Economic  Development  Administration  (EDA)  provides  grants  for  public  works  and 
development  facilities,  planning  and  coordination,  defense  conversion,  and  other  financial 
assistance  that  will  help  reduce  substantial  and  persistent  unemployment  in  economically 
distressed  areas.    EDA  objectives  are  accomplished  through  several  programs; 

Public  works  and  development  facilities  grants  provide  for  infrastructure  projects  that  foster  the 
establishment  or  expansion  of  industrial  and  commercial  businesses  providing  the  opportunity  for, 
or  retention  of,  long-term  employment.   In  addition,  these  grants  promote  short-term  pb  creation 
in  communities  with  highly  depressed  economies. 

Planning  grants  encourage  and  support  local  development  organizations  with  the  mission  of 
empowering  states  and  communities  to  design  and  implement  effective  economic  development 
policies  and  programs. 

Technical  assistance  grants  provide  for  local  feasibility  and  industry  studies,  management  and 
operational  assistance,  natural  resource  development  and  export  promotion.  At  the  national  level, 
funds  will  provide  for  studies  of  topical  issues  such  as  technology  transfer  and  business  financing. 
In  addition,  EDA  funds  a  network  of  University  Centers  that  provides  technical  assistance. 

Research,  evaluation  and  demonstration  funds  are  used  to  support  studies  of  national  and 
regional  economic  and  industrial  trends  that  will  increase  knowledge  about  the  causes  of 
economic  distress  and  approaches  to  alleviating  such  problems. 

Economic  adjustment  grants  provide  a  package  of  assistance  tools  to  help  communities 
counteract  either  a  gradual  erosion  or  sudden  dislocation  of  their  local  economic  structure. 

The  Trade  Adjustment  Assistance  Program,  which  provides  technical  assistance  to  certain  firms 
injured  by  imports,  is  proposed  for  termination  in  FY  1995.   In  place  of  this  specialized  program,  the 
Department  of  Commerce  provides  assistance  to  such  firms  through  existing  Commerce  programs 
such  as  EDA's  University  Centers,  the  NIST  Manufacturing  Technology  Centers  and  MBDA's 
Minority  Business  Development  Centers. 

Defense  Conversion  funding  will  assist  communities  in  the  readjustment  to  Department  of  Defense 
(DOD)  base  closures  and  procurement  cutbacks  by  making  available  development  tools  that  can 
be  effectively  and  easily  directed  towards  both  communities  adversely  affected  by  base  closures 
and  defense -contractor  drawdowns.   Similar  assistance  is  also  provided  to  communities  adversely 
impacted  by  Department  of  Energy  (DOE)  realignments. 
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APPROPRIATION  SUMMARY 

(Dollars  In  Thousands) 


FEDERALFUNDS: 

Appropriation: 
Salaries  and  expenses 

Economic  development 
assistance  programs  (EDAP) 

Economic  development 
guaranteed  loans 

Mid-West  Flood  supplemental 
TOTAL  APPROPRIATION 

Transfer  Pursuant  to  P.L.  102-395 
TOTAL  BUDGET  AUTHORITY 


1993 


1994 


1995 

Estimate 


Increase 

(Decrease) 


$27,118 

$28,000 

$32,647 

$4,647 

217,000 

322,642 

327,024 

4,382 

0 

0 

51 .976 

51.976 

100000 

0 

0 

0 

344.118 

350.642 

411,647 

61,005 

(11,295) 

0 

0 

0 

332,823 


350,642 


411,647 


61 ,005 


PERMANENT  POSITIONS 


1995 

Increase 

Appropriation: 

1993 

1994 

Estimate 

(Decrease) 

Salaries  and  expenses 

375 

375 

358 

(17) 

Economic  development 
assistance  programs  (EDAP) 

0 

0 

0 

0 

Economic  development 
guaranteed  loans 

0 
375 

0 
375 

14 

14 

TOTAL: 

372 

(3) 

29 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Salaries  and  expenses  362  $28,564  (4)  $4,083 

An  increase  is  requested  to  streamline  grants  administration,  increase  budget,  program 
and  evaluation  efforts,  and  upgrade  management  information  systems  (0  pos.;  +$2,151). 
A  decrease  is  requested  for  FTE  reductions  and  administrative  savings  (-5pos  ,  -$378). 
An  increase  is  requested  to  permanently  fund  the  Office  of  Economic  Conversion  Information 
(11  pos.,  +$2,310)     Position  decreases  in  other  areas  will  offset  the  increase  (-10  pos.). 

Economic  development 
assistance  programs  0  323,240  0  3,784 

The  Administration  proposes  to  terminate  the  Trade  Adjustment  Assistance  Centers  in  FY  1995 
(0  pos.;  -$10,000)     Continued  assistance  to  impacted  firms  will  be  available  through  other 
Commerce  programs  such  as  EDA's  University  Center  Program,  MBDA's  Minority  Business 
Development  Centers,  NIST's  Manufacturing  Technology  Center  Program  and  ITA's  district  offices. 

Grant  decreases  are  requested  to  conform  to  the  President's  FY  1994  request.  The  Administration, 
instead,  proposes  to  provide  additional  financial  assistance  in  the  form  of  loan  guarantees  to 
leverage  resources  directly  with  private  business.   Proposed  decreases  are:  Public  Works 
(Opos.,  -$29,076),  Planning  (Opos.,  -$566),  and  Economic  Adjustment  (0  pos.  -$16,542). 
Administrative  savings  are  anticipated  in  planning  grants  (0  pos..  -$32). 

Additional  funds  are  requested  to  allow  EDA  to  continue  to  provide  assistance  to  those 
communities  injured  by  defense  reductions  (0  pos.;  +$60,000).   Grants  will  be  awarded  to  assist 
communities  to  begin  planning  following  the  announcement  of  procurement  cutbacks,  closing  of 
Department  of  Energy  defense  related  labs,  or  completion  of  the  Base  Closure  Commission's 
decisions,  and  to  implement  base  reuse  plans. 

Economic  development 
guaranteed  loans  13  1,976  1  50,000 

An  increase  in  budget  authority  (  +  1  pos.,  +$50,000)  is  requested  to  guarantee  loans  for  business 
development  for  industrial  and  commercial  uses.  This  amount  will  cover  the  estimated  subsidy  rate 
for  an  estimated  $269  million  program. 


30 


41 


Comparison  of  Appropriation  by  Activity 


ECONOyiC  DEVEIOPHENT 
AOyiMSTRATION 


riRFCT  OBLXSATIOHS 
EcomtiK   dp^wloyiiwril 


ISM 

Cufrenty  Actable 

P«m  Poi.      taaua 


1995 

Base 


^^gt.      Amsuol 


i»s 

Es^mae 


Pfm  Po*        Amounl 


Perm   Poa.        AmOua 


Exacuovw  drKVon 

22 

*1.71t 

22 

$1,722 

22 

«1.706 

0 

»») 

PiugiMii  opAfAtcns 

74 

4.792 

61 

3.979 

55 

3.S24 

<B) 

(155) 

Progiwn  licipoft 

65 

S,4I3 

65 

7.660 

64 

9.765 

(1) 

2.105 

Offc«  ol  Economic  Convwf3i<»t  fcilofrnabon 

0 

0 

0 

0 

11 

2.310 

11 

2.310 

Regional  oparacons 

214 

15  079 

214 

15203 

206 

15042 

01 

(161) 

TOTAL  ORECT  OBUGAHONS 
RBUBURSASLE  OBUGATIONS 

TOTAL  OBLIGATIONS: 

Fimncng 

Offaeaing  coltectona  Ifom 
Fadeal  (uncb 

Subtotal  financing 

TOTAL  BUDGET  Al/TMOHnY: 

TOTAL  APPBOPWATION 


0 

63331 

0 

C333) 

375 

26  000 

0 

(160) 

0 

(160) 

356 

32  647 

(4) 
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Summary  of  Changes  from  1 994  Appropriation 


ECONOMIC  DEVELOPMENT 

ADMINISTRATION 
Sjtonesand   mmgnies 

Appropriation  currentV  avaibble,  1994 

ADJUSTWEKTS  TO    BASE: 

TRANSFERS 

Transfer  to  loan  guarantee  program 
Subtotal,  transfers 

OTHER  CHANGES: 

LocaKy  pay 
1995  Pay  raise 

Witfin-grade  step  increases 
One  less  compensable  day 
Civil  Service  Retirement  System  (CSRS) 
Federal  Employees  Retiremenl  System  (FERS) 
Thrift  Savings  Plan 

Federal  Insurance  Conlrfcutions  Act  (FICA)  -  OASDl 
Health  insurance  premium 
Travel  and  transportation 
Rental  payments  to  GSA 
Rental  payments  to  others 
Pnntng  and  reproduction 
Other  services 

Contracts 

Working  Capital  Fund 
Supplies  and  mate nals 
Employees  compensalion fund 
Subtotal,  other  cost  changes 

TOTAL,  ADJUSTMENTS  TO    BASE 

1995  base 

AdminEtjative  savngs 
FTE  savings 
Program  changes 

1995  APPROPRIATTON 


1995  Estimate 


rw-tailpil  Summarv 

Perm,  Pos        Amount  Perm   Pos         Amounl 

375  $28,000 


(13) 


(51,976) 


838 

297 
162 
(82) 
(13) 
24 


12 

114 

5 

2 

32 

1.101 

4 
(48) 


(13) 


(1.976) 


(13) 

564 

362 

28564 

0 

(BS) 

(5) 

010) 

1 

4.461 
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Comparison  of  Appropriation  by  Activity 


ECOMOtnc  oevaoniEMT 

ADHIMSTRATION 
feo'nnfc   <fc»»lopinMll 


PIRFCT  OflUQAnONS 
PUUicWort* 


Subnul 

OaHmnma  Economic  fDivtmakin 
TachnicaJ  aoatonc*    ^wtm 
Economic  a^ialiiioig   gimrti 
Trad*  a^itoMrt  assisttnoa  gimitM 
and  i 


Fk>odiaS3 

TOTAL  DIRECT  0BUGAT10NS 
ReuBURSABLf  OBUOATIONS 

TOTAL  OBUGATIONS 

FMAHCING 

Unobligaledbilanca.  ttanof  yaar 
UnotHigitsd  balance  Iranslarred 
Subtotal,  financing 

TOTAL  BUDGET  Al/TMORnV: 

OffMHing  ccilBctiorB  from: 
Fadaslluntt 

TOTAL  ATPnOPnATtOM: 


19M 
Cunanfly  Avabblr 

1896 
Bas« 

1995 

EB^maIe 

Incraasa/ 
(Dacroasc) 

Perm.  Po»,      Amoura 

PwTTi,  fn      Amfiuni 

Parm  Pen        Amouni 

Pem  Pas       Amaum 

0 

»171J08 

0 

J160.000 

0 

$130,924 

0 

S29.076) 

0 

is.su 

0 

19.003 

0 

16.577 

0 

(426) 

0 

2401 

0 

2.971 

0 

2.904 

0 

P7) 

0 

1*» 

0 

1.979 

0 

1,935 

0 

•44) 

0 

2.sa3 

0 

2645 

25B4 

0 

ei) 

0 

26.000 

0 

26  59S 

0 

26  000 

0 

(598) 

0 

SO.OOO 

0 

ao.ooo 

0 

140  000 

0 

$60,000 

0 

i:4S6 

0 

10.600 

0 

10,600 

0 

0 

0 

35.559 

0 

35.542 

0 

19,000 

0 

(18i42) 

0 

10.000 

0 

10.000 

0 

0 

0 

(W.OOO) 

0 

500 

0 

soo 

0 

500 

0 

0 

0 

94619 

0 

0 

0 

0 

0 

0 

0 

431.070 

0 

323.240 

0 

327,024 

0 

3.764 

0 

107  105 

500 

500 

0 

0 

538.175 

0 

323.740 

0 

327.524 

0 

3.784 

r.J-   ■ .? 

■1    ,T^J.;   r 

'  J"i 

0 

C19i33) 

0 

0 

0 

5.000 

---  -- 

0 

■     0 

0 

eu233) 

0 

0 

(V300) 


pool 
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Summary  of  Changes  from  1994  Appropriation 


ECONOMIC  OEVELOPMEKT 

AD  MINISTRATION 

Ecooofntc   iteyelocmeni   assislance 
pfpqrams 

Appropriation.  1994 

AD.KJSTMEKTS  TO    BASE: 

Plannng  grants,  INFLATION 

TOTAL.  ADJUSTMEHTS  TO    BASE 

19gSbase 

Adminetrative  savwigs 
Program  changes 

199S  APPROPRIATION 


1995  Estimate 


nptailpfi  Stjmmarv 

Perm   Pos         Amount  Perm   Pos         Amount 

0  S322642 


0  598 

0  323.240 

0  02) 

_0 3.616 

0  327.024 


Comparison  of  Appropriation  by  Activity 


ECONOMIC  DEVELOPMENT 

ADMINISTRATION 
Economic   developinenl    guafanleed 

loaiB 
DIRECT  OBI  IGATIONS 
Credit  and  debt  fnamgement 
liquidation 
Credl  ralonn   (ban  guarvilees) 

TOTAL  DIRECT  OBLIGATIONS 

TOTAL  BUDGET  AUTWORITY 

TOTAL  APPROPRIATION 


1994 
Currenty  Avaiable 
Perm   Pos        Amount 


0  SO 

0  0 

0  0 


1995 
Base 


Perm    Pos         Amount 


SI. 405 

571 

0 


1.976 


1995 

Estimate 


Perm   Pos        Amount 


0 

50.000 

14 

51.976 

14 

51  975 

Increase' 

(Decrease) 


Perm    Pos         Amouni 


SI  405 

1 

SO 

571 

0 

0 

50.000 

0 

50.000 
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Summary  of  Changes  from  1994  Appropriation 


ECONOUIC  DEVELOPMENT 
ADUIMSTRATION 


ISMEuunas 
Po^        Amsunl  Perm   Pf»         AfllflUOl 


Appfopnabon  1994 

*DJUST1IFWTS  TO    BASF 

Trmnaf«r  f  rofn  Salane*  and  Ejip«n»a9 

TOTAU  ADJUSTWEirrsTO    BASE 

1995  bua 

Program  chan;ps 

199S  APPnOPnAPON: 


13 

1.976 

13 

1,978 

1 

MOOO 

% 
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ECONOMICS  AND  STATISTICS  ADMINISTRATION 
BUREAU  OF  THE  CENSUS 


The  Bureau  of  the  Census  collects,  compiles  and  publishes  a  broad  range  of  current  and  periodic 
statistics  including  economic,  social  and  demographic  data  on  population,  housing,  agriculture, 
governments,  foreign  trade,  manufacturing,  construction,  mineral  industries,  and  retail,  wholesale, 
and  sen/ice  trades. 

The  Salaries  and  Expenses  appropriation  provides  for  monthly,  quarterly  and  annual  sun/eys,  and 
other  programs  which  require  a  constant  annual  funding  level. 

The  Periodic  Censuses  and  Programs  appropriation  provides  for  decennial  and  quinquennial 
censuses,  and  other  programs  which  are  cyclical  in  nature.  Additionally,  individual  surveys  are 
conducted  for  other  Federal  agencies  on  a  reimbursable  basis. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 


FEDERAL  FUNDS: 

Appropriation: 
Salaries  and  expenses 

Periodic  censuses  and 
programs 

TOTAL  APPROPRIATION 

Transfer  Pursuant  to  P.L.  102-395: 

Salaries  and  expenses 

Periodic  censuses  and 
programs 

TOTAL  BUDGET  AUTHORITY 


$123,955 


173,300 


297,255 


3,405 


(3.405) 


297,255 


1994 


5128,286 


110.000 


238,286 


238,286 


1995 

Estimate 


5147,385 


159,000 


306,385 


306,385 


Increase/ 
(Decrease) 


819,099 


49,000 


68,099 


68,099 
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PERMANENT  POSITIONS 

1995  Increase/ 

1993 19^ Estimate (Decrease) 

Salaries  and  expenses  1.926  2.043  2.343  300 

Periodic  censuses  and 
programs  2.382  1,637  1,733  96 

TOTAL:  4.308  3.680  4,076  396 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Salaries  and  Expenses 

Current  Economic  Statistics  1,435  $87,029  179  $8,644 

FY  1995  increases  support  the  Economic  Information  Infrastructure  Initiative.  The  components 
will:  expand  and  improve  service  (  +  77  pos.:  +$3,833)  and  construction  statistics  (  +  32  pos.; 
+  $1,332);  expand  the  coverage  of  pollution  abatement  investment  and  operating  costs  to  include 
non-manufacturing  industries  and  support  BEA's  calculation  of  Green  GDP  (+18  pos;  +$1,056); 
and,  modernize  and  restructure  the  Standard  Industrial  Classification  code  system  (+52  pos.; 
+  $Z423). 

Offsetting  Collections 

from  Census  Data  Sales  (2.000) 

The  Bureau  will  examine  the  price  structure  of  data  products  sold  to  the  public  with  the  goal  of 
more  fully  reflecting  the  cost  of  those  products. 

Personnel  and  Administrative 

Reductions  2,194  142,766  (30)  (2.025) 

Reductions  are  taken  to  all  activities  in  Salaries  and  Expenses. 


37 


48 


Base 

lncrease/(Decrease1 

Permanent 

Permanent 

Positions 

Amount 

Positions                Amount 

Periodic  Censuses  and 
Programs 

Year  2000  decennial  census  [55i]  ($48,561) 

Each  year's  estimate  for  the  2000  Decennial  Census  is  calculated  on  a  zero  base  and  is  included 
as  part  of  the  net  cyclical  changes  entry  in  the  Summary  of  Changes  table  below.  Total  spending 
for  the  2000  Decennial  Census  will  be  $48.6  million  in  FY  1995.   This  will  allow  Census  to  complete 
the  2000  research  and  development  program,  initiate  a  low  level  of  research  and  development  for 
the  2010  census;  begin  operational  planning  for  2000  and  conduct  a  full  census  test  to  evaluate 
the  proposed  fundamental  changes  in  census  design.  The  census  test  is  critical  in  determining 
the  operational  feasibility,  cost  effectiveness  and  coverage  improvement  potential  of  the  designs 
under  consideration  for  the  2000  Decennial  Census.  The  census  test  must  take  place  in  FY  1995 
to  select  the  design  on  schedule  in  December  1995. 


Computer  Assisted  Survey 

lnformatlonCollection{CASIC)  o  o  ii6  7.409 

CASIC  will  facilitate  the  Census  Bureau's  goal  to  re-engineer  its  business  processes.  This  long 
term  concept  uses  modular  survey-taking  to  sample,  collect,  capture  edit,  code,  analyze,  correct 
and  tabulate  survey  data  to  increase  cost  efficiency  and  timeliness  of  Census  demographic  and 
economic  survey  data.   It  will  also  allow  Census  to  improve  customer  service  and  information  flow 
to  the  national  information  infrastructure. 


Data  Processing  Systems  o  8.258  o  s.ioo 

Mid-Decade  Modernization  of  Census's  computer  systems  will  provide  the  open  computing 
support  required  by  CASIC  and  the  2000  Decennial  Census  as  it  evolves  into  new  survey  and 
census  processing  techniques.   It  will  identify  and  replace  obsolete  computer  resources  and  will 
enhance  Census  product  delivery  through  application  of  state  of  the  art  information  technology  by 
moving  to  open  architecture.  Census  will  replace  obsolete  end -user  devices  with  standard 
devices  and  re -engineer  applications  to  take  advantage  of  open  systems  and  reduce  systems 
cost  in  the  long  term. 

Personnel  and  Administrative 

Reductions  1,651  1  si, 486  (34)  (2,223) 

Reductions  are  taken  to  all  activities  in  Periodic  Censuses  and  Programs. 
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Comparisonof  Appropriation  by  Activity 


BUREAU  OF  THE  CENSUS 

S^tfiM  mn^  rmwitw 

DIRECT  OBUGAT1QHS: 

Cumrt  auravym  and   ttmbMbc* 
Currant  •conomic  •ktsbcs 
Current  demographic  ttitittcs 
Sufvoy  dawtopment  and  <teto  aarvctts 

TOTAL  DIRECT  0BUGAT10NS: 

RaMBURSABLE  OBUOATIONS 

TOTAL  OBLIGATIONS 

FINANaNG. 
Offiening  coltKtiorB  from 
Fade  ral  funds 
^ion  -federal  souices 

Subtotal,  ftn^ncing 

TOTAL  BUDGET  AinHORTTY. 


19»4 


1995 
Base 


1995 


IrKraase/ 

(Decrease) 


Ppim  Pga.      Amouni         Pwm.  Pw      Amfium         Perm  pf»       Amfium  Perm  Poa.      Amaum 


1.M2 

tn.an 

1.435 

tS7  029 

1.593 

«93594 

158 

U56S 

S47 

47.039 

705 

52142 

697 

50.601 

m 

(1.541) 

S4 

3515 

54 

3  595 

53 

3  490 

(1) 

(105) 

2.043 

128586 

2  194 

142.766 

2.343 

147.385 

149 

4.619 

2458 

166  000 

1.735 

154  000 

1  735 

154  000 

0 

0 

e.32e) 

('30) 


(154  000) 
(12.000) 


^458)  (166  000) 


(1.607) 
(128) 


(141.000) 
(13000) 


(1735)  (154  000) 
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Summary  of  Changes  from  1 994  Appropriation 


BUREAU   OF  THE  CENSUS 
Salanesand   expenses 

Appropriation,  1994 

ADJUSTUEMTS  TO    BASE: 
AD.RJSTMFWTS 

Computer  assisted  center  savings 

National  Trade  Data  Bank  to  ESArevoKring  fund 

Subtotal,  adjustments 

OTHER  CHANGES 

ContinuatiQT  ot  FV  1994  operating  level 

Full  year  cost  ol  FY  1994  locality  pay  raise  in  FY  1995 

1995  pay  raise 

Withn- grade  step  increases 

One  less  compensable  day 

Civil  Servce  Retirement  System  (CSRS) 

Federal  Employees  Retirement  System  (FERS) 

Thntt  Savings  Plan 

Federal  Insurance  Contrbulions  Act  (FICA)  -  OASDI 

Health  insurance  premium 

Employees'  Compensation  Fund 

Travel 

Rent  payments  to  GSA 

Printng  and  reproduction 

Other  sendees 

Working  Capital  Fund 
Supplies  and  materials 
IG/CFO  Audits 
Subtotal,  other  changes 
TOTAL.  ADJUSTIIENTS  TO    BASE 

1995  base 
Personnel  Savings 
Adminetrative  Savngs 
Program  changes 

1995  APPROPRIATION 


nelaileri  Summary 

Perm  Pos        Amount  Perm   Pos         Amount 


P) 


6300) 
(599) 


5500 

3  834 

1  136 

981 

(365) 

(21) 

38 

169 

11 

300 

380 

64 

359 

58 

2.293 

49 
593 


P) 


151 

14480 

2.194 

142  766 

(30) 

(1.527) 

0 

(498) 

179 

6644 
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BUREAU  OF  TME  CENSUS 

Panodk  camun    «nd  pniomnM 

nRECT  0BLJGAT10WS 
Economic   atatvtics  piDgmnB: 

EconomK:  oansutes 

C«ntui  at  0c7v9mments 

CvnsuB  al  m^KuKum 


Dwnogrmfiliic    atebsticrs  pro7«fns 

lntefc«nsaJ  (Jem ogrBph ic  estinates 
1990  Oecannial  census 
Yaar?0O0  Decennatcensif 
Subtotal 

Skniple  fvdBSif^ 

CASIC 

OaoTmphK    support 

OmtM  pracffssing   •ysteno 

TOTAL  DIRECT  OBLIGATIONS 

FINANCING. 

Unobii^ied  balance  start  of  year 
Recowery  of  ft  not  ysar  obligations 

Subtotal,  financing 
TOTAL  APPROPRIATION: 


Comparisonof  Appropriation  by  Activity 


1994 
CurrentV  AvatoUp 


1995 
Base 


1995 

Estimai* 


Increase, 

(Oecraase) 


P^"TiPo&      Amcum         Pffnn  Pw      Amauni         Pgrm  Poa      Amcum         ParrTv  Pos.      Amount 


520 

t37.S94 

396 

S30297 

37 

2.S96 

38 

2604 

336 

20.0U 

196 

13605 

(488) 
(10.0001 


(10  488) 


129  664 

(14) 

(S633) 

2.515 

P) 

P9) 

13  183 

(7) 

(422) 

60 

6,044 

62 

5.876 

60 

5.745 

(2) 

(131) 

0 

488 

0 

0 

0 

0 

0 

0 

lie 

6  122 
14654 

551 
613 

48  561 
54.437 

551 

48  561 

0 
(2) 

0 

178 

611 

54.306 

(131) 

185 

13.096 

57 

6616 

54 

6  441 

P) 

(175) 

0 

0 

0 

0 

116 

7.409 

116 

7.409 

381 

24.014 

351 

35.669 

345 

35.107 

(B) 

(5«2| 

0 

6  189 

0 

8258 

0 

13  147 

0 

4  889 

e.772) 
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Summary  of  Changes  from  1 994  Appropriation 


1995  Estimale 


BUREAU   OF  THE  CENSUS 
PMiodic  censinea    rnid  pTparams 

Appropriatioa  1994 

ADJUSTWE>frS  TO    BASE: 

ADJJSTMEKTS: 

Net  cyclical  changes  in  penodic  programs 
Subtotal,  adfustments 

OTHER  CHANGES: 

Full  year  cost  of  1994  locality  pay  rajse  in  1995 
Transfer  to  Otfee  of  Human  Resource  Management 
1 995  pay  raise 

Withn-grade  step  increases 
CmI  Senhce  Retirement  System  (GSRS) 
Federal  Employees  Retirement  System  (FERS) 
Thntt  Sav/ings  Plan 

Federal  Insurance  Contributions  Act  (PICA)  -  OASDI 
Heattti  insurance  premium 
Employees  Compensation  Fund 
Travel 

Pnntng  and  reproduction 
Supplies  and  materials 
Subtotal,  ottier  ctianges 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 

AdminEtrative  savngs 
FTE  Reductions 
Program  ctianges 

TOTAL  REQUIREMENTS 
FINANCING: 

Recovery  of  pnor  year  obligations 

1995  APPROPRIATION 


fVl;tilRri  Sijmm.Try 

Perm  Pos        Amount  Perm.  Pes         Amount 


3777 

0 

695 

1.366 

(190) 

351 

179 

163 

266 

81 

36 

43 

79 


1.637  SllO.OOO 


14 

41.486 

1.651 

151  486 

0 

(1063) 

(34) 

(1.160) 

116 

1J.509 

0 
1  733 


(2.772) 
159  000 
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ECONOMICS  AND  STATISTICS  ADMINISTRATION 
ECONOMIC  &  STATISTICAL  ANALYSIS 


Economic  and  Statistical  Analysis  provides  a  spectnjm  of  economic  statistics  that  describe  the 
position  of  the  U.S.  economy.  The  provision  of  economic  information  and  analyses  is 
accomplished  through  two  program  activities. 

The  Bureau  of  Economic  Analysis  prepares  and  interprets  the  economic  accounts  of  the  United 
States.  These  accounts  consist  of  the  national  income  and  product  accounts  summarized  by  the 
gross  domestic  product  (GDP);  the  wealth  accounts,  which  show  the  business  and  other 
components  of  national  wealth;  the  input-output  accounts,  which  trace  interrelationships  among 
industrial  markets;  regional  economic  accounts;  and  the  U.S.  balance  of  payments  and 
associated  foreign  investment  accounts.  This  work  is  supplemented  by  a  system  of  business 
indicators. 

Policy  Support  provides  information  and  analyses  on  the  state  of  the  economy  and  matters 
relating  to  economic  policy,  supports  the  Under  Secretary  for  Economic  Affairs  with  statistical 
coordination,  and  conducts  analyses  of  the  cross- industry  effects  of  economic  developments 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 


1994 


1995 
Estimate 


FEDERAL FUNDS: 

Appropriation: 

Salaries  and  expenses 
Revolving  Fund 

TOTAL  APPROPRIATION 

Transfers: 

Pursuant  to  P.L.  102-395 
Total  Budget  Authority 

PERMANENTPOSITIONS 

Salaries  and  expenses 


Increase 
(Decrease) 


$39,353 
0^ 

39.353 


7,600 
46,953 


601 


$45,220 
0_ 

45,220 


45,220 


$54,445 
1,677 

56,122 


56,122 


$9,225 
1,677 

10.902 


10.902 


558 


634 


76 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Economic  Analysis  475  $40,989  97  $8,061 

An  increase  of  $8.1  million  is  requested  to  support  improvements  to  the  Bureau  of  Economic 
Analysis's  (BEA)  economic  accounts  -  providing  data  and  analysis  of  gross  domestic  product 
(GDP),  gross  state  product,  personal  income,  and  balance  of  payments  -  under  the  Economic 
Information  Infrastructure  initiative.  This  initiative  will:  strengthen  the  existing  programs  to  measure 
more  accurately  the  rapidly  changing  domestic  and  international  economy  (  +  8  pos.;  +$1,200); 
launch  new  initiatives,  including  Green  GDP  {+25  pos.;  +  $1,471)  and  improving  the 
comparability  of  the  economic  accounts  (+49  pos;  +$2,118);  and,  re-engineer  the  data  gathering 
process  at  BEA  (+15  pos;  +$3,272). 

ESA  Revolving  Fund  0  1,677  0  0 

A  one-time  appropriation  of  $1 ,677  thousand  will  establish  the  working  capital  for  a  self  supporting 
revolving  fund  for  data  products  of  the  Economics  and  Statistics  Administration.  Establishment  of 
this  fund  is  offset  by  a  $131,000  decrease  in  ESA  Salaries  and  Expenses,  a  $599,000  decrease  in 
Census  Salaries  and  Expenses  and  a  $947,000  decrease  in  ESA  Reimbursables  for  1995. 

Personnel  and  Administrative 
Reductions  545  46,937  (8)  (553) 

Personnel  and  administrative  expenses  are  reduced  for  all  ESA  activities. 
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C 

omparisonof  Appro 

priation 

by  Activ 

ty 

1 

ECONOMIC  4   STATISTICAL    ANALYSIS 

1994 

1995 

Base 

1995 

Increase 

PCTn     Po5 

Amoum 

Perm  Pos 

Amounl 

Pc^  Pes 

Amoun! 

Pe"D  fai       Amcua: 

DIRECT  OBUGATIONS 

Economc   mjmhftm 

4as 

MO  799 

475 

MO  989 

565 

Me,57r 

90                   S7.583 

Poicy  si^port 



?3 

5  787 

70 

5948 

69 

5  873 

(11                         f75) 

TOTAL  DIflECT  OBUGATIONS 

568 

46  586 

545 

46  937 

634 

54  445 

89                     7.508 

RByBURSABLE  OBUOATIONS 

= 

is 

616 

3415 
50C»1 

37 

1  B'1 

36 

1  871 

(1)                            0 

TOTAL  OBUGATIONS 

582 

48  808 

670 

56316 

Sa                   7.508 

FWANawG 

Oftartirtg  coJtoctio™  from 

F»deat  funds 
Non-FetJeral  souices 

S) 

e^15) 
(1.2001 

PO) 
(5) 

(1.528) 
P43) 

Unobii^ted  balance  stan  of  yeaf 

= 

0 
(Ml 
558 

(1366) 
(4  781) 
45  220 

0 

0 

Subtotal.  5nancir»g 

(36) 

(18711 

TOTAL  BUDGET  AUTHORmr 

631 

54  441 

TOTAL  APPROPRIATION 
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Summary  of  Changes  from  1994  Appropriation 


1995  Estimate 


ECONOMIC  &  STATISTICAL   ANALYSIS 
Salanes  and    emenses 

Appropriation.  1994 

AnjUSTMFNTSTO    BASE: 

AnjUSTMEWTS: 

FY  1994  Re-estimate  of  FTE  and  positions 

Non  recumng  costs  

Subtotal.  Adiustments 

TBANSFERS: 

Transfer  Data  Dissemination  to  ESA  Revolving  Fund 

From  Working  Capital  Fund.    Oflce  of  Secretary  

Subtotal,  transfers 

OTHFR  CHANGES 

Additional  amount  in  FY  1995  to  provide  full  year  cost  of  FY  1994  locality  pay  raise 

1995  pay  raises 

Within -grade  step  increases 

Cfiange  in  compensable  days 

Civil  Service  Retirement  System  (CSRS) 

Federal  Employees  Retirement  System  (FERS) 

Thrift  Savings  Plan 

Federal  Insurance  Contributions  Act  (FICA)  -  OASDI 

Health  insurance  premium 

Employees"  Cofnpensalion  Fund 

Travel  and  transportation  of  persons 

Rental  payments  to  GSA 

Rental  payments  to  others 

Printing  and  reproduction 

Other  services 

Working  Capital  Fund 
Supplies  and  mate na Is 
Equpment 

CFG  Act  Audit  Costs  

Subtotal,  other  changes 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 

Adminetrative  Savings 
FTE  Savings 
Program  changes 

Total  Appropriation 


rterailerl 
Perm   Pos        Amount 


fiiimmarv 
Pemi.  Pos.        Amount 

558  S4S.220 


(13) 


2 


5550) 


(131) 
0 


1.066 
365 

417 
(110) 

01) 

57 

9 

29 

70 

59 

2 

93 

1 

12 

104 
14 
15 

226 


(13) 


(550) 


(131) 


(13) 

1.717 

545 

46.937 

0 

(100) 

«S) 

(453) 

97 

8.061 
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Comparisonof  Appropriation 

by  Activ 

ty 

■ t 

ECONOMIC  4   STA11ST1CA1.   ANALYSIS 

ig»4 

CurrontV  Avalable 

1895 

1995 

Estrmale 

Incnau/ 
rOocfaese) 

ESAHntlvni    Fiinrt 

TOTAL  DRECT  OBLIGATIONS 

RSU8URSA8LE  OSUGATIONS 

Pmn  Poa 

Amsuol 

Emm-Fos. 

0 
16 

so 

2.165 

Pemi   Pus         ^QQunl 

TOTAL  OBLIGATIONS. 
MJANONC, 

OfTiaOing  coJIsctioni  from 

Fe<ler«l  funds 

Nofi-FadMslsouicn 
Unobfgated  balan:«.  %na  ol  y«ar 

16 
0 

M65 

0 
P.WS) 
1.677 

SubtoU.  tinartcing 

(16) 

(468) 

TOTAL  BUDGET  AUTHORTTY: 

0 

1.677 

TOTAL  APPnOPRATK 

>N 

0 

1.677 

Summary  of  Changes  from  1994  Appropriation 


1995  EsGmae 


ECONOMIC  «   STAT1ST1CAJ.   ANALYSIS 

ESAflBvohwiQ    fund 

Appropnabon.  1994 

AD^SniEMTSTQ    BASF 

THAWSFEBS 
Trmnsterlrom  ESA  Sal«n«  and  Expenses 
Tmnsferlrom  Census  Salanes  and  Expenses 
Transfer  Ifom  ESA  Reimburvabte 

Subtotal  trsAslers 

TOTAL  AOJUSniEHTS  TO    BASE 

1995  base 

Total  Approprmbon 


PtnTl  POfc.       Amoqnt  Perm   Pog         Amoi/nl 

0  ] 


0 

1131 

0 

599 

0 

947 

0 

1.677 

0 

1.677 



0 

1.677 
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INTERNATIONAL  TRADE  ADMINISTRATION 


] 


The  International  Trade  Administration  (ITA)  strives  to  increase  the  competitiveness  of  U.S. 
business  in  the  world  economy  by  promoting  U.S.  exports,  fighting  unfair  foreign  trade  barriers, 
and  negotiating  and  implementing  both  multilateral  and  bilateral  trade  agreements.   ITA  objectives 
are  accomplished  through  the  following  four  program  units: 

Trade  Development  (TD)  assesses  the  competitiveness  of  U.S.  industries,  conducts  analyses  on 
international  trade  and  investment,  conducts  export  promotion  programs  and  carries  out  the 
IVlarket  Development  Cooperator  Program  directed  toward  specific  industrial  sectors.  TD  also 
provides  support  for  the  Trade  Promotion  Coordinating  Committee. 

International  Economic  Policy  (lEP)  assists  in  the  formulation  of  U.S.  bilateral  and  multilateral  trade 
policies,  monitors  the  implementation  of  trade  agreements,  and  provides  counseling  and 
assistance  to  U.S.  businesses  seeking  to  trade  with  specific  countries  or  regions. 

Import  Administration  (lA)  protects  American  firms  from  unfair  trade  practices  by  administering 
U.S.  antidumping  and  countervailing  duty  laws,  bilateral  steel  trade  agreements,  the  U.S.-Canada 
Softwood  Lumber  Agreement,  and  the  U.S. -Japan  Semiconductor  agreement. 

The  United  States  and  Foreign  Commercial  Service  (US&FCS)  provides  export  counseling  and 
export  promotion  services  to  U.S.  firms  through  a  network  of  offices  in  47  states  and  68  foreign 
countries.  The  US&FCS  develops  and  distributes  information  products  and  conducts  trade 
shows  and  trade  fairs  overseas. 

The  extensive  network  of  national  and  international  offices  places  ITA  in  a  key  position  to  advance 
TPCC's  goal  of  providing  rational  and  coordinated  export  services  to  the  private  sector.  As  a 
participant  in  the  U.S.  Export  Assistance  Centers,  "one  stop  shops,"  ITA  assists  businesses  in  all 
facets  of  exports,  ranging  from  general  guidance  to  finance  strategies  and  sectoral  analysis. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Ihousands) 


1995  Increase 

1993 1994 Estimate (Decrease) 


FEDERALFUNDS: 

Appropriation: 

Operations  &  administration  $213,851  $248,590  $262,468 


TOTALAPPROPRIATION  213,851  248,590  262,468 


$13,878 


13,878 


Less  Proposed  Rescission  0_  (2,000)  0  $2  000 

REVISED  APPROPRIATION  213,851                        246,590                        262,468                        $15,878 
PERMANENT  POSITIONS 

Appropriation: 

Operations  &  administration  2,431                      2,5i6                      2,496                         (20) 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  increase/fPecrease) 

Permanent  Permanent 

Positions  Amount              Positions                Amount 

Trade  development                                  490  $53,470                         (10)                   $2,819 

An  increase  is  requested  to  enable  ITA  to  implement  the  TPCC  recommendation  to  develop  a 
strategic  international  marketing  program  to  promote  U.S.  exports  of  environmental  technology, 
products  and  services  (0  pos.;  +$4,148).   Funds  are  also  requested  to  replace  the  Trade  Policy 
Information  System  (TPIS)  which  will  cease  to  be  housed  at  the  National  Institutes  of  Health  in 
1996  (0  pos.;  +$911).   A  reduction  is  proposed  for  the  Consortia  of  American  Businesses  in  the 
Newly  Independent  States  (CABNIS)  program  (0  pos.;  -$1,599).    In  FY  94,  ITA  requested  funding 
for  three  additional  grants  to  supplement  the  nine  consortia  funded  by  the  Agency  for  International 
Development  (AID)  for-profit  firms  interested  in  doing  business  in  the  NIS.   ITA  feels  that  the 
establishment  of  twelve  consortia  is  sufficient  and  proposes  that  no  additional  consortia  be 
funded.  Also  proposed  are  decreases  for  administrative  and  FTE  savings  (-10  pos.;  -$641). 


International  Economic  Policy  248  20,779  (4)  (270) 

Reductions  for  administrative  and  FTE  savings  are  proposed  (-4  pos  ;  -$270). 
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Import  Administration  348  $33,561  (8) 

Reductions  for  administrative  and  FTE  savings  are  proposed  (-8  pos.;  -$671). 


($671) 


U.S.  and  Foreign  Commercial 
Service  (US&FCS) 


1,430 


144,704 


8,076 


An  increase  is  requested  to  expand  the  US&FCS  overseas  network  in  response  to  TPCC 
recommendations  to  improve  delivery  of  export  promotion  assistance  (+16  pos.;  +$6,973).   In 
addition  ITA  will  expand  opportunities  for  U.S.  exporters  in  critical  growth  markets  such  as  Latin 
America  and  the  Far  East  (0  pos.;  +$1,934),  increase  U.S.  businesses'  awareness  of  sources  of 
and  access  to  trade  finance  (0  pos.;  +$925),  and  increase  exports  of  U.S.  firms  making  the 
transition  from  defense  production  to  commercial  marketing  (0  pos.;  +$1,461).   A  reduction  is 
proposed  for  Commercial  Information  Management  System  (CIMS)  (0  pos.;  -$1 ,981).    At  this 
funding  level  maintenance,  including  equipment  repair  or  replacement,  will  be  accomplished  for 
CIMS,  NTDa!  office  automation  and  electronic  mail  for  all  US&FCS  offices.  Also  proposed  are 
decreases  for  administrative  and  FTE  savings  (-14  pos.;  -$1,236). 
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Comparison  of  Appropriation  by  Activity 


1994 

1995 

1995 

Increase/ 

IMTERNATIONAL  TRADE     ADMINISTHATION 
Operations  and    Admiroslralion 

Available 

Base 

Estimate 

|Decreasel 

^___ 

Perm.  Pos. 

Amount 

Perm.  Pos.        AmounI 

Perm,  Pos         Amount            Perm   Pos 

Amount 

nn^FCTORIlGATlONS: 

Trade  developmenl 

490 

set. 357 

490 

S53.470 

480 

556,289 

(10) 

S2,ei9 

International  economic  policy 

248 

20.057 

248 

20.779 

244 

20,509 

(4) 

(270) 

import  admimslralion 

348 

35.742 

348 

33.561 

340 

32,890 

(8) 

(671) 

U  S  &  Foreign  Commercial  Service 
TOTAL  DIRECT  OBUGATIONS: 

1.430 

137.882 

1.430 

144,704 

1.432 

152.780 

2 

8.076 

2.516 

255.038 

2.516 

252.514 

2,496 

262.468 

(20) 

9.954 

REIMBURSABLE  OBUGATIONS: 

28 

32,108 

28 

32.108 

28 

32.108 

0 

0 

TOTAL  OBUGATIONS: 

2.544 

287.146 

2.544 

284.622 

2,524 

294.576 

(20) 

9.954 

FINANCING: 

Unobligated  balance,  start  of  year 

(6.448) 

OHsetting  collections  Irom: 
Federal  funds 
Non- Federal  sources 

(28) 

(1S.420) 
(16.688) 

(28) 

(15.420) 
(16.688) 

Subtotal,  financing 

TOTAl    BUDGET  AUTHORITY: 

TOTAL  APPROPRIATION 


e8) 


(38.556) 


(26) 


(32.108) 


2.516 
2.516 


248.590 
248.590 


2.496 
2.496 


262.468 
262.468 
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Summary  of  Changes  from  1  994  Appropriation 


1995  fislrmate 


INTERNATIONAL  TRADE     ADMINISTRATION 
Operations  and    Administration 

Appropnalion  currenlly  avaibable.  1994 

ADJUSTMENTS  TO  BASE: 
ADJUSTMENTS 

National  Textrle  Center 
Cenler  tor  Global  Compeliliveness 
Center  lor  MIg   Productivity 
Michigan  Biotech  Institute 
Tailored  Clothing  Technology  Center  (TC2) 
Mass  Biotech  Research 
Subtotal,  Adjustments 

OTHER  CHANGES: 

1995  Pay  Raise 

Locality  Pay 

Annual  izalion 

Withm- grade  Slep  Increases 

Change  m  Compensable  Days 

Civil  Service  Retirement  System  (CSRS) 

Federal  Employees  Retirement  System  (FERS) 

Thrift  Savings  Plan 

Federal  Insurance  Contributions  Acl  (FICA)  -  OASDI 

Health  insurance  premium 

Employees  Compensation  Fund 

Travel  and  Transportation 

Rental  Payments  to  GSA 

Rental  Payments  to  Others 

Communications,  utilities  &  misc  charges 

Printing  and  reproduction 

Working  Coital  Fund 

Supplies  and  materials 

Foreign  Service  Nationals  Wage  Increases 

Overseas  Price  Increases 

CFO  Act  Audit  Costs 

Foreign  Affaiis  Administrative  Senflces 

Subtotal,  Other  Changes 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  Base 
FTE  Reductions 
Adminstrative  Savngs 
Program  Changes   . 

TOTAL  REQUIREMENTS 

1995  APPROPRIATION: 


Delailed  Summary 

Perm   Pos         Amount  Perm   Pos         Amount 

2,516  S2'ie,590 


(51,552) 

(800) 

(465) 

(930) 

(3.400) 

(1,395) 


1.286 

3.284 

380 

1.C10 

(470) 

(552) 

1.160 

156 

538 

271 

(78) 

41 

620 

3 

100 

92 

296 

54 

1.064 

688 

232 

2.291 


(8.542) 


0 

3,924 

2.516 

252.514 

(36) 

(2  029) 

0 

(769) 

16 

12.772 

2.496 
2,496 


262,468 
262.468 
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BUREAU  OF  EXPORT  ADMINISTRATION 


The  Bureau  of  Export  Administration  (BXA)  enforces  U.S.  export  controls  relating  to  national 
security,  foreign  policy,  and  short  supply.  Drawing  its  authority  from  the  Export  Administration  Act 
of  1979  as  amended,  BXA  strives  to  balance  economic  and  national  security  interests  through 
several  programs.  In  1994,  the  Export  Authorization  Act  will  be  re-authonzed  for  the  first  time  in  a 
post  cold  war,  post  CoCom  world  and  will  require  new  responsibilities  for  BXA. 

Management  and  Policy  Coordination  develops,  analyzes,  and  coordinates  policy  initiatives  within 
BXA. 

Export  Administration  determines:  1)  whether  to  approve  or  deny  export  licenses  for  controlled 
goods  and  technology;  2)  the  technical  parameters  of  controlled  goods  and  technology;  and,  3) 
the  foreign  availability  of  controlled  goods  and  technology.   It  also  drafts  regulations  and  represents 
BXA  in  interagency  and  international  fora  relating  to  export  controls. 

Export  Enforcement  detects  and  prevents  the  illegal  export  of  controlled  goods  and  technology 
in  violation  of  U.S.  export  control  laws. 

Industrial  Resource  Administration  ensures  the  availability  of  industrial  resources  for  national 
defense  under  the  authority  of  the  Defense  Production  Act. 

In  an  effort  to  maintain  an  export  control  system  that  facilitates  trade  while  safeguarding  national 
security,  BXA  will  participate  in  a  government- wide  effort  to  reform  the  Federal  export  control 
system  as  recommended  by  the  NPR  and  the  TPCC.  Special  attention  will  be  given  to  the  export 
licensing  process  to  eliminate  bureaucratic  delay  and  duplication  in-order  to  liberalize  export 
controls. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERALFUNDS 

Appropriation: 

Operations  &  administration 

TOTAL  APPROPRIATION 


1993 


1994 


1995 

Estimate 


$41,015 
41,015 


$34,747 
34,747 


$43,372 
43,372 


Increase/ 
(Decrease) 


$8,625 
8.625 


PERMANENT  POSITIONS 

Appropriation: 

Operations  &  administration 


430 


306 


366 


60 


HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 


Export  administration 


Permanent 
Positions 

145 


Amount 
$17,337 


lncrease/(Decrease) 

Permanent 
Positions  Amount 


35 


$4,121 


An  increase  is  requested  to  enable  BXA  to  implement  the  Trade  Promotion  Coordinating 
Committee's  recommendations  to  reform  the  export  control  system  (+39  pos.;  +$4,404).   Special 
attention  will  be  given  to  streamlining  the  export  licensing  process  and  liberalizing  export  controls. 
Also  proposed  are  decreases  for  administrative  and  FTE  savings  (-4  pos.;  -$283). 


Export  enforcement 


126 


15,085 


25 


3,090 


To  ensure  that  statutory  responsibilities  for  enforcing  export  controls  are  met,  increased  funding  is 
requested  for  Export  Enforcement  (  +  28  pos.;  +$3,299).    This  increase  will  allow  BXA  to  fully  staff  its 
enforcement  field  offices  and  maintain  an  effective  level  of  enforcement.  Also  proposed  are 
decreases  for  administrative  and  FTE  savings  (-3  pos.;  -$209). 
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Comparison  of  Appropriation  by  Activity 


BUREAU   OF  EXPORT  ADMINISTRATION 
Operalions  and    Adminislf^ion 

niRFCT  OBI  IGATIONS: 

Management  and  policy  coordination 

Export  administration 

Export  enforcement 

Industrial  resource  administration 

TOTAL  DIRECT  OBUGATIONS: 
REIMBURSABLE  OBUGATIONS: 
TOTAL  OBUGATIONS: 


1994 
Current^  Available 

1995 
Base 

1995 
Estimate 

Increase/ 
(Decrease! 

Perm   Pos            Amount 

Perm   Pos         Amount 

Perm   P()s         Amount 

Perm   Pps        Amount 

16 

51,784 

16 

$1,563 

16 

$1,563 

0 

$0 

145 

19,065 

145 

17,337 

180 

21,458 

35 

4,121 

126 

16,768 

126 

15.085 

151 

18,175 

25 

3,090 

19 

2,089 

19 

2,176 

19 

2,176 

0 

0 

FINANCING: 

Oftsetting  collections  from 

Federal  funds 

Non- Federal  sources 
Unobligated  balarxe.  starl  ot  year: 

Subtotal,  financing 

TOTAL  BUDGET  AUTHORITY: 

TOTAL  APPROPRIATION: 


0 
(4) 
0 

(1.700) 

(700) 

(4,959) 

(4) 

(7.359) 

306 

34.747 

0 

(100) 

(4) 

(400) 

0 

0 

(4) 

(500) 

366 

43.372 
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Summary  of  Changes  from  1994  Appropriation 

1995  Cslimate 


BUREAU    OF   EXPORT  ADMINISTRATION 
Operations  and    Administralion 

Appropriation  currentty  available.  1994 
ADJUSTMENTS  TO    BASE: 

OTHER  CHANGES 

1995  Pay  faise 
Locality  Pay 

Wilhffi  -grade  step  irx:reases 
Change  m  compensable  day 
Civil  Service  Retirement  System  (CSRS) 
Federal  Fmployees  Retirement  System  (FERS) 
Thrift  Savings  Plan 
FICA 

Health  insurance 
Employees  Compensation  fund 
Travel  and  Transportation 
Rent  payments  to  GSA 
Rental  payments  to  others 
Communications   utilities  &  misc  charges 
Printing  and  reproduction 
Working  Capital  Fund 
Equipment 

Supplies  and  materials 
Subtotal,  other  changes 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 
FTE  Reduction 
AdmiREtrative  Sawigs 
Program  changes 

TOTAL  REOUtREMENTS 

1995  APPROPRIATION 


Delatled 
Perm   Pos         Amount 


Summary 
Perm   Pos         Amoi 


S245 

808 

313 

(67) 

7 

(97) 

(t) 

t 


0 
91 


0 

1,414 

306 

36.161 

(7| 

(305) 

0 

(187) 

67 

7.703 
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MINORITY  BUSINESS  DEVELOPMENT  AGENCY 


The  Minority  Business  Development  Agency  (MBDA)  coordinates  Federal  efforts  to  develop  and 
strengthen  new  and  existing  minority  businesses.   MBDA's  Minority  Enterprise  Growth  Assistance 
(MEGA)  Centers  provide  high  quality  integrated  business  development  services  by  upgrading  the 
level  of  effort  with  more  competitive,  comprehensive  professional  expertise  and  support.   On  a 
cost-sharing  basis  MBDA-funded  Minority  Business  Development  Centers  (MBDCs)  provide 
management  and  technical  assistance  to  minority  entrepreneurs.   MBDA  also  conducts  resource 
development,  advocacy,  research  and  information  programs. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERAL FUNDS. 

Appropriation: 

Minority  business  development 
TOTAL  APPROPRIATION 


1993 


1994 


$37,889 
37,889 


$42,100 


42,100 


1995 

Estimate 


$44,733 
44,733 


Increase/ 
(Decrease) 


$2,633 


2,633 


PERMANENT  POSITIONS 

Appropriation: 

Minority  business  development 


209 


209 


206 


(3) 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 


Enterprise  Development 


Permanent 
Positions 

148 


Amount 


$37,067 


lncrease/(Decrease) 

Permanent 
Positions  Amount 


(3) 


$230 


An  increase  is  requested  to  allow  MBDA  to  fully  fund  an  additional  MEGA  Center,  bringing  the  total 
to  three  MEGA  Centers  in  FY  1995,  and  to  improve  MEGA  Center  support  (0  pos.;  +$496). 
Includes  FTE  reductions  (-3  pos.;  -$173)  and  administrative  savings  (0  pos.;  -$93). 


Resource  Development 


27 


3,018 


1,210 


This  increase  will  enable  MBDA  to  focus  on  improving  minority  access  to  capital  as  well  as  to 
Federal  procurement  opportunities. 


Research 


8 


1,134 


505 


Funds  will  be  used  to  analyze  discrimination  in  commercial  lending  markets  and  guide  MBDA's 
Capital  Development  programs. 


Comparison  of  Appropriation  by  Activity 


MINOHiry  BUSINESS  DEVELOPMENT 
AGENCY 

Minofrty  business  develoDinent 

DIRECT  OBLIGATIONS: 

Enterprise  development 
Resource  developmeni 
Advocacy,  research  and  Intormalion 

TOTAL  DIRECT  0BUGAT1ONS: 

REIMBURSABLE  OBLIGATIONS 

TOTAL  0BUGAT10NS: 

FINANCING: 


1994 

1995 

1995 

Increase,^ 

Ct 

JrrenI^ 

Available 

1 

Base 

Estimate 

(Dec 

r easel 

Perm 

Pos 

Amount 

Perm 

Pos, 

Amount 

Perm 

Pos 

Amount 

Perm 

Pos 

Amount 

148 

S3827B 

148 

537,067 

145 

537,297 

(3) 

S230 

27 

3,276 

27 

3,018 

27 

4  228 

0 

1,210 

34 
209 

2.629 
44  183 

34 

2,703 

34 

3,208 

0 

505 

209 

42,788 

206 

44,733 

(3) 

1,945 

0 

1,500 

0 

1,500 

0 

1,500 

0 

0 

Oflselting  collections  Irom 

Federal  tunds 

(1,500) 

Non  -  Federal  sources 

0 

Unobligated  balance,  start  of  year 

(2,063) 

SublotaJ  tinancing 

0 

(3.583) 

TOTAL   BUDGET  AUTHORITY 

209 

42  100 

TOTAL  APPROPRIATION 

209 

42,100 

(1.500) 
0 
0 

0 

(1.500) 

206 
206 

44,733 
44.733 
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Summary  of  Changes  from  1994  Appropriation 


MINOnTY  BUSINESS  DEVELOPMENT      AGENCY 

Miniyrty  business  develowncnl 

Appropriation  currently  available,  1994 

ADJUSTMENTS  TO    BASE: 
ADJUSTMENTS 

Redirect  funds  from  Enterprise  Development  and  Resource  Development 
Redirect  funds  to  MEGA  Center  {Enterprise  Development) 


1995  Estimate 
Detailed 
Perm.  Pes        Amount 


(1.542) 
1.542 


Summary 
Perm   Pqs.        Amount 

209  S42.I00 


OTHER  CHANGES 

1995  Pay  raise 
Locality  Pay 

Ctianges  in  Compensable  Days 
Within -grade  step  increases 
Civil  Sen/ce  Retirement  System  (CSRS) 
Federal  Employees  Retirement  System  (FERS) 
Ttiritt  Savings  Plan 
FICA 

Healtli  Insurance 
Employees'  Compensation  Fund 
Travel  and  Transportation 
Rental  Payments  to  GSA 
Rental  Payments  to  Ottiers 
Communications,  utilities  4  misc  charges 
Printing  and  reproduction 
Worlting  Capital  Fund 
Supplies  and  matenals 
Subtotal,  otherchanges 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 
FTE  Reduction 
Adminislrative  Savings 
Program  changes 

TOTAL  REQUIREMENTS 


131 

412 

(37) 

64 

26 

(48) 

(7) 

(13) 

43 

69 

7 

36 

(1) 

0 

3 

2 

1 


0 

688 

209 

42,788 

(3) 

(173) 

0 

(93) 

0 

2.211 

199S  APPROPRIATION 
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UNITED  STATES  TRAVEL  AND  TOURISM 

ADMINISTRATION 

The  United  States  Travel  and  Tourism  Administration  (USTTA)  coordinates  the  Federal  role  In 
international  tourism.   The  goal  of  USTTA  is  to  increase  travel  to  the  U.S.  by  carrying  out  trade 
development,  trade  policy,  and  statistical  research  programs  designed  to  increase  the  American 
travel  industry's  awareness  of  the  international  market,  facilitate  entry  of  medium  and  small-sized 
travel  firms  into  the  market,  and  eliminate  barriers  to  market  entry  for  those  companies. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1995 

Increase/ 

1993 

1994 

Estimate 

(Decrease) 

FEDERALFUNDS: 

Appropriation; 

Salaries  and  expenses 

$19,208 

$18,520 

$17,930 

($590) 

TOTAL  APPROPRIATION 


19,208 


18,520 


17,930 


(590) 


PERMANENT  POSITIONS 


Appropriation: 
Salaries  and  expenses 


94 


94 


97 
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Comparison  of  Appropriation  by  Activity 


us    TRAVEL   AND  TOURISM 
ADMINISTRATION 

Salaries  and   expenses 
niHFCT  OBI  IGATIONS: 

Inlefnalional  tounsm  development 
Executive  direction 
TOTAL  DIRECT  OBLIGATIONS: 
REIMBURSABLE  OBUGATIONS: 
TOTAL  OBUGATIONS: 

FINANCING: 

Offsetting  collections  from: 

Federal  soufces 

Non- Federal  sources 
Unobligated  baJarx:e,  start  of  year 
Unobligated  balance,  transferred 

Subtotal.  Iinancing 

TOTAL  BUDGET  AUTHORITY 

TOTAL  APPROPRIATION: 


1994 
Currentty  Available 


1995 
Base 


1995 
Estimate 


Increase/ 
(Decrease) 


Perm   Pos        Amount  Perm.  Pes        Amount  Perm   Pos         Amount  Pe'"i   Pos         Amount 


79 
15 


94 


520,567 
2.603 


94  23.170 

0  1 .500 


24.670 


(100) 
(1.400) 
(1.150) 
(3.500) 


(6.150) 


S15.157 

82 

S15.157 

2.773 

15 

2.773 

17.930 

97 

17.930 

1.500 

0 

1.500 

(100) 

(1.400) 

0 

0 


(1.500) 


SO 
0 
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Summary  of  Changes  from  1 994  Appropriation 


us    TRAVEL   AND  TOURISM 

ADMINISTRATION 
Salaries  and   emenses 

Appropnalion,  1994 

ADJUSTMENTS  TO  BASE: 

ADJUSTMENTS: 

Non  -recurring  program 

OTHER  CHANGES: 

Stay -tn -school 
One  less  compensabte  day 
Locality  pay 
1995  pay  raise 

Wlthin-grade  step  increases 
Civil  Service  Reliremeni  System  (CSRS) 
Federal  Employees  Retirement  System  (FERS) 
Thrift  Savings  Plan 

Federal  Insurance  Contributions  Act  (FICA)  -  OASDI 
Health  insurance  premium 
Employees'  Compensation  Fund 
Travel  and  Trans ponation 
Rental  payments  to  GSA 
Printing  and  reproduction 
Audit  costs 

Supplies  and  materials 
Equfjment 

Overseas  wage  increases  —  1994 
Overseas  wage  increases  —  1995 
Overseas  pnce  increase  —  1994 
Overseas  pnce  increase  —  1995 
Research  contracts 
In-Flight  Survey 

Subtotal,  other  changes 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 
Program  changes 

TOTAL  REOUIREMENTS 


Detaileri  SiimmarY 

Perm  Pps        Amount  Perm   Pos        Amount 


(1.400) 


(21) 
99 
59 
44 
(25) 
45 

7 
26 
17 
P4) 
12 

2 
14 
76 

5 

2 
(16) 
77 
(78) 
466 
68 
(45) 


(590) 


3 

©90) 

97 

17.930 

0 

0 

1995  APPROPRIATION 


97 
97 


17.930 

17.930 
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NATIONAL  OCEANIC  AND  ATMOSPHERIC 
ADMINISTRATION 


The  FY  1995  National  Oceanic  and  Atmospheric  Administration  (NOAA)  budget  format  is  revised  to 
be  consistent  with  the  elements  of  the  NOAA  Strategic  Plan  for  1995  -  2005.   The  goals  and 
objectives  of  the  twelve  elements  of  the  Strategic  Plan  are  summarized  below. 

Advance  Short-Term  Forecasts  and  Warnings: 

Provides  for  advances  in  NOAA's  operational  atmospheric,  oceanic  and  space  observing  and 
prediction  systems  to  improve  forecasts  ranging  from  a  few  minutes  to  several  months  in  advance. 
The  improved  observations  and  predictions  are  directed  toward  mitigating  the  effects  of  the 
environment  on  our  Nation's  citizens,  infrastructure,  and  economic  processes.  Over  the  next 
decade,  three  actions  are  essential  to  attain  NOAA's  vision  for  enhanced  short-term  forecast  and 
warning  sen/ices:  completion  of  the  modernization  and  restructuring  of  the  National  Weather 
Service,  strengthening  NOAA's  environmental  obsen/ing,  research,  and  prediction  systems  in  all 
areas  of  the  environment,  and  improving  the  dissemination  of  products  and  services.   Achievement 
of  these  objectives  requires  completing  the  acquisition  of  Next  Generation  Weather  Radar 
(NEXRAD),  Automated  Surface  Observing  Systems  (ASOS),  and  Advanced  Weather  Interactive 
Processing  System  and  NOAAPort  (AWI PS/NO AAPort),  completing  the  construction  of  Weather 
Forecast  Offices  (WFOs),  continuing  the  Modernization  and  Associated  Restructuring 
Demonstration  and  Implementation  (MARDI),  and  continuing  the  Polar  Operational  Environmental 
Satellite  (POES),  and  Geostationary  Operational  Environmental  Satellite  (GOES)  acquisition 
programs. 

Build  Sustainable  U.S.  Fisheries: 

Insufficient  information  exists  to  manage  our  Nation's  economically  important  marine  fisheries 
resources.   No  scientifically  based  population  assessment  information  exists  on  34  percent  of  all 
U.S.  marine  fishery  resources.   Of  all  assessed  species,  43  percent  are  over  utilized  and  18  percent 
are  under  utilized.  The  objective  of  this  program  is  to  Build  Sustainable  U.S.  fisheries  to  ensure  and 
enhance  stable,  long-term  economic  opportunities  in  the  communities  that  rely  on  them.  NOAA 
will  accomplish'this  by  evaluating  economically  important  fisheries  to  identify  the  activities  required 
for  restoration  to  and  maintenance  at  sustainable  levels.   NOAA's  efforts  are  estimated  to  have  an  $8 
billion  impact  on  the  US.  Gross  Domestic  Product  and  create  300,000  jobs  over  the  next  decade. 
These  evaluations  are  aggregated  into  six  strategic  areas  for  fisheries  management:  assessing  the 
status  of  fisheries  resources;  advancing  fishery  prediction  methods;  managing  fisheries  for 
economic  growth;  establishing  adequate  compliance  with  existing  statutes;  reducing  bycatch;  and 
promoting  environmentally  sound  methods  for  aquaculture. 
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Fleet  Replacementand  Modernization: 


This  capital  investment  program  provides  for  the  replacement  and  modernization  of  NOAA's  aging 
research,  fisheries  and  charting  fleet  using  state-of-the-art  technology  to  meet  critical  data 
collection  requirements^    In  FY  1995,  NOAA's  fleet  will  have  an  average  age  of  thirty  years,  many  of 
which  have  never  received  the  benefit  of  a  mid-life  overhaul.   NOAA's  Fleet  Replacement  and 
Modernization  (FRAM)  plan  calls  for  24  ships  and  5,760  days-at-sea  to  be  provided  through  a 
combination  of  Government- owned,  leased  and/or  chartered  vessels. 

Recovering  Protected  Species: 

This  Strategic  Plan  element  incorporates  NOAA's  activities  that  are  focused  on  meeting  statutory 
requirements  for  endangered  species  protection.  Currently,  a  backlog  of  22  plans  exists.  Activities 
in  this  area  include:  assessing  the  status  of  protected  species;  conducting  research  to  mitigate  the 
negative  effects  of  marine  mammal/fishery  interactions;  developing  and  implementing  conservation 
and  recovery  plans  for  protected  species;  and  developing  proactive  measures  to  prevent  the  listing 
of  additional  species  under  provisions  of  the  Endangered  Species  Act. 

Coastal  Ecosystem  Health: 

Coastal  ecosystem  health  problems  are  complex  and  solutions  will  require  a  comprehensive, 
multi- disciplinary  approach.  In  FY  1995,  NOAA  will  promote  healthy  coastal  ecosystems  by 
ensuring  that  economic  development  in  coastal  areas  Is  managed  in  ways  that  maintain  or  enhance 
biodiversity  and  long-term  productivity  for  sustained  use.  NOAA  will  provide  the  best  scientific 
basis  for  environmental  policy  making  and  resource  management  decisions  by  integrating  its 
management  and  technical  capabilities,  and  creating  cross-disciplinary  teams  that  will  focus  on 
selected  coastal  ecosystems.   Using  this  approach,  NOAA  will  conduct  comparative  ecosystem 
(regional  watershed)  management  activities  designed  to  reduce  the  cumulative  effects  of  ecosystem 
stress.   Five  key  areas  form  the  foundation  for  this  effort:  integrated  operations;  assessment  and 
synthesis;  monitoring;  understanding;  and  education  and  outreach. 

EnvironmentalComplianceand  Facilities  Construction: 

In  order  for  NOAA  to  carry  out  its  functions  efficiently  and  safely,  its  facilities  must  be  maintained  at 
levels  that  fully  support  and  enhance  the  completion  of  agency  missions,  and  In  a  manner  that 
complies  with  all  applicable  environmental  statutes.  This  Strategic  Plan  element  includes  three 
major  components:  facilities  repair  and  renovations;  environmental  compliance;  and  acquisition  and 
development  of  property.  Not  Included,  however,  is  WFO  Construction  which  is  captured  In  the 
"Advance  Short-Term  Forecasts  and  Warnings"  element. 

Education  &  Human  Resources: 

NOAA  will  enhance  public  information  dissemination  programs  and  increase  their  teacher  training 
and  education  activities.  These  programs  are  designed  to  maintain  NOAA  as  the  premier  source  for 
environmental  science  education  so  that  they  may  continue  to  assist  the  U.S.  population  In  making 
sound  economic,  environmental,  and  public  safety  decisions.   Included  in  this  Strategic  Plan 
element  is  the  continuation  of  the  Vice  President's  Global  Learning  and  Observations  to  Benefit  the 
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Environment  (GLOBE)  program  which  will  enhance  the  collective  awareness  of  individuals 
worldwide  and  increase  scientific  understanding  of  the  environment. 

EnvironmentalTech  nology: 

This  program  is  designed  to  strengthen  NOAA's  internal  research  and  development  and  technology 
transfer  capabilities,  and  to  ensure  the  use  and  commercialization  of  environmental  technology. 
NOAA  will  continue  working  with  the  National  Institute  for  Standards  and  Technology  (NIST)  and  the 
International  Trade  Administration  (ITA)  to  create  a  Commerce-wide  Environmental  Technology 
Program  to  strengthen  the  U.S.  environmental  technology  industry  by  expanding  the  technology 
base  of  U.S.  firms,  building  domestic/foreign  market  demand,  and  expediting  international  sales 
and  implementation.   NOAA's  focus  in  this  area  in  FY  1995  is  in  Marine  Biotechnology.   Research 
will  be  conducted  in  four  areas:  genetic  engineering,  including  bioremediation  and  aquaculture; 
natural  products;  technology  and  information  for  use  in  commercial  production  and  processing; 
and  molecular  technology  development  for  delineating  marine  species  and  eliminating  seafood  and 
aquacultural  pathogens  and  contaminants. 

Modernize  Navigation  and  Positioning  Systems: 

This  program  fulfills  NOAA's  statutory  mandate  to  provide  charts  for  navigation  and  to  provide 
basic  data  for  engineenng  and  scientific  purposes,  and  for  other  commercial  and  industrial 
needs.   The  program  consists  of  two  components:  navigation  data,  products  and  services;  and 
the  National  Spatial  Reference  System.  The  navigation  data,  products  and  services  component 
includes  all  of  NOAA's  activities  related  to  producing  nautical  and  aeronautical  charts.  The 
National  Spatial  Reference  System  element  includes  all  the  activities  performed  by  NOAA's 
Geodesy  Office.   NOAA's  goal  for  this  program  is  to  meet  the  Nation's  needs  for  marine  and 
aeronautical  navigation  systems  that  electronically  integrate  chart  data,  global  positioning 
system-based  locations,  and  real-time  environmental  information. 

Implement  Seasonal  to  Interannual  Climate  Forecasts: 

The  goal  of  this  Strategic  Plan  element  is  to  attain  reliable  one-year  advance  forecasts  of  global 
climate  variability  that  will  enable  society  to  respond  so  that  it  may  increase  its  economic  advantage 
and  mitigate  economic  losses  and  social  disruption.  The  emphasis  is  on  the  prediction  of  the 
El -Nino  Southern  Oscillation  (ENSO)  phenomenon  and  its  consequences.   NOAA's  program  for 
implementation  of  rainfall  and  temperature  distributions  on  a  global  basis  includes  six  elements: 
prediction  activities;  the  Tropical  Ocean -Global  Atmosphere  (TOGA)  observing  system;  other 
observing  and  data  systems;  data  management;  process  research;  and  socio -economics  and 
education. 

Prediction  and  Assessmenton  Decadal-to-Centennial  Scales: 

The  goal  of  this  element  is  to  provide  science-based  advice  to  decision  makers  by  understanding, 
detecting  and  assessing  long-term  changes  in  the  regional  and  global  environment,  specifically  for 
climate  change  and  greenhouse  warming,  ozone- layer  depletion  and  recovery,  and  air  quality 
improvements.  Three  research  foci  were  developed  for  the  on -going  and  augmented  activities  in 
NOAA  to  accomplish  the  objectives  of  this  program.  First,  continue  the  Climate  and  Global  Change 
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program's  research,  and  maintain  core  research  to  foster  a  better  understanding  of  climate  and 
stratospheric  ozone  which  Is  needed  to  address  the  science-based  policy  requirements  of  the  U.N. 
Climate  Convention  and  Montreal  Protocol.  Second,  initialize  the  Health  of  the  Atmosphere 
program  which  will  supplement  NOAA's  air  quality  research  to  focus  on  regional  environmental 
change.  This  is  needed  to  effectively  Implement  the  Clean  Air  Act  Amendments  of  1990.   Third, 
ensure  the  preservation  of  the  climate  record  in  the  operation  of  NOAA's  satellite  and  in -situ 
observation  systems. 

Environmental  Information: 

The  goal  of  this  Strategic  Plan  element  Is  to  improve  the  Nation's  ability  to  forecast  the  weather, 
predict  climate  change,  and  disseminate  environmental  data  to  the  public.  By  harnessing  the 
increased  computing  power  of  massively  parallel  processor  systems,  NOAA  will  be  able  to  better 
predict  weather  and  climate  activity,  thereby  allowing  Government  and  industry  to  make  more 
Informed  decisions  on  Issues  that  affect  the  environment  and  the  economy.   High  speed  networks 
Including  Internet  and  follow-on  systems  of  the  National  Information  Infrastructure  (Nil),  will  speed 
dissemination  of  this  data.  This  element  represents  NOAA's  contributions  to  the  National  Science 
and  Technology  Council's  (NSTC)  High  Performance  Computing  and  Communications  (HPCC) 
program. 
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APPROPRIATIONSUMMARY 

(Dollars  In  Thousands) 


1995 

Increase 

1993 

1994 

Estimate 

(Decrease) 

FEDERAL  FUNDS: 

Appropriation: 

Operations,  research  and 

facilities  (ORF)                            $1,524,972 

$1,694,753 

$1,833,083 

$138,330 

Fleet  modernization,  shipbuilding 

and  conversion                              30,000 

77,064 

23,040 

(54,024) 

Construction                                         94,500 

109,703 

36,197 

(73,506) 

Fishing  vessel  and  gear  damage 
compensation  fund 


1,306 


1.273 


1.273 


Fisherman's  contingency 

fund 

1,025 

999 

35ro 

Fishing  vessel  obligations 

guarantees 

470 

459 

0 

Aircraft  procurement  and 

0 

43,000 

0 

modernization 

Foreign  fishing  observer 

fund 

565 

550 

400 

TOTAL  ENACTED  APPROP. 

1 .652,838 

1 ,927,801 

1 ,894,992 

Less  Proposed  Rescissions: 

Operations,  research  and 

facilities 

0 

(6,000) 

0 

Construction 

0 
1 .652,838 

(4.000) 
1.917,801 

0 

TOTAL  REVISED  APPROP. 

1 ,894,992 

TRANSFERS: 

To;  ORF 

From: 

Econ.  Development  Admin. 

2,000 

0 

0 

(459) 

(43,000) 

(150) 


(32,809) 


6.000 

4,000 

(22,809) 
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TRANSFERS  CONT. 


1993 


1994 


1995 

Estimate 


National  Institute  of  Standards 

and  Technology 
Promote  and  develop 

fishery  products 
Damage  assessment  and 

restoration  revolving  fund 


$4,012 


55,000 


$0 


54  800 


From  fleet  modernization, 
shipbuilding  &  conversion 
account  to  ORF 

Total.  NOAA  Transfers 


(1,500) 
69,609 


68,832 


$0 


55,500 


Increase 
(Decrease) 


$0 


700 


fund 
Construction 

7,586 
3,875 

29,796 
0 

8,500 
0 

(21 .296) 
0 

Fleet  modernization,  shipbuilding 

&  conversion 

1,500 

0 

0 

0 

Subtotal,  ORF 

73,973 

84,596 

64,000 

(20,596) 

Promote  and  develop  fishery 
products  (P&D) 

From: 

Department  of  Agriculture 
To: 

61,408 

61,944 

61,900 

(44) 

ORF 

(55,000) 

(54,800) 

(55.500) 

(700) 

Subtotal,  P&D 

6,408 

7,144 

6,400 

(744) 

Damage  Assessment  and 
Restoration  Revolving  Fund 

From: 

Department  Of  Interior 

2,189 

6  888 

7,000 

112 

To: 

ORF 

(7,586) 

(29,796) 

(8,500) 

21,296 

Subtotal,  DARRF 

(5,397) 

(22,908) 

(1,500) 

21.408 

From  construction  to  ORF 

(3,875) 

0 

0 

0 

68,900 
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1993 


1995  Increase 

1994  Estimate (Decrease) 


Portion  applied  to  debt 
reduction 

Federal  Ship  Financing  Fund  ($i  .846) 

Obligation  Limitation; 
Coastal  zone  management 

fund  (3,064) 

Borrowing  Authority 

Federal  Ship  Financing  Fund      o_ 


$0 


1,991,633 


68 


$0  $0 


5,000  0  (5.000) 


1.963.892  (27.741) 


TOTAL  BUDGET  AUTHORITY:     1  717  537 

(Federal  Funds) 

TOTAL  BUDGET  AUTHORITY  1.717,537  1,991,633  1.963.892  (27.741) 

(All  Funds) 
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PERMANENT  POSITIONS 

Appropriation: 

Operations,  research  and 

facilities  13,100 

Fleet  modernization,  shipbuilding 
and  conversion  le 

Construction  5 

Coastal  zone  management  fund  o 

Fisheries  promotional  fund  o 

Promote  and  develop 

American  fisheries  o 

Fishing  vessel  and  gear  damage 
compensation  fund 

Fisherman's  contingency  fund 

Foreign  fishing  observer  fund 

Fishing  vessel  obligations 
guarantees 

Federal  ship  financing  fund 
TOTAL; 


12,515  12,471 


16 
5 
0 
0 


0 


(44) 


16  0 

5  0 


0 


0  0 


4 

4 

4 

0 

1 

1 

1 

0 

5 

5 

5 

0 

0 

0 

0 

0 

0 

0 

0 

0 

13,131 

12,546 

12,502 

(44) 
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HIGHLIGHTSOF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Operations,  Research 
and  Facilities 

Advance  Short-Term 
Forecasts  &  Warnings 

Advance  Short-Term  Base 
Funding  4,698  $452,222  (12?)  ($13,264) 

Increased  funding  is  requested  to  maintain  current  operations  at  the  NWS  national  centers  (0  pos./ 
+  $2,228);  for  GOES  product  development  (- 1  pos./  +$1 ,547);  to  establish  permanent  funding  for 
the  SPO  executive  staff  (0  pos,/  +$1,414);  and  to  support  on -going  atmospheric  and  hydrological 
research  efforts  (0  pos./  +$176). 

Decreases  are  proposed  as  follows:  in  base  operations  NOAA  will  terminate  activities  that  no  longer 
contribute  to  the  Agency's  mission  (- 1 14  pos./  -$15,000);  and  in  the  Susquehanna  River  flood 
system  (0  pos./  -$231). 

Funds  are  no  longer  required  for  repair  of  the  American  Samoa  weather  facilities  (0  pos./  -$200). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  12  positions  and  $3,198  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Complete  NWS  Modernization  953  388,445  186  30,658 

Increased  funding  is  requested  in  the  Modernization  and  Associated  Restructuring  Demonstration 
and  Implementation  (MARDI)  program  to  support  temporary  staff  augmentation  requirements  of  the 
modernization  (+186  pos./  +$45,457);  in  the  Geostationary  Operational  Environmental  Satellite 
(GOES)  program  to  continue  the  acquisition  of  spacecraft,  launches,  and  ground  systems  (0  pos./ 
+  $17,441);  in  the  Advanced  Weather  Interactive  Processing  System  and  NOAAPort  program 
(AWI PS/NO AAPort)  to  continue  the  Development  Phase  contract  (0  pos./  +$5,986);  and  to  continue 
supercomputer  operations  at  the  National  Meteorological  Center  (0  pos./  +$5,874). 

Decreases  are  requested  in  the  following  programs  reflecting  progress  made  in  the  respective 
modernization  programs  as  they  near  completion:  Next  Generation  Weather  Radar  (NEXRAD) 
(0  pos./  -$40,359);  and  the  Automated  Surface  Observing  Systems  (0  pos./  -$601). 
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As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $3,140  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Satellite  Continuity  2  $139166 


$20,075 


An  increase  is  requested  in  the  Polar  Operational  Environmental  Satellite  (POES)  program  to 
support  the  continued  acquisition  of  spacecraft,  launches,  and  ground  systems  (0  pos./  +$20,444). 
Assumed  in  this  request  are  savings  derived  from  transferring  operational  and  financial 
responsibility  for  the  morning  orbiter  to  the  Europeans  by  the  year  2000;  no  Federal  savings  from 
DOC/DOD/NASA  program  convergence  are  assumed  in  FY  1995. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $369  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Enhance  Observations& 
Prediction  494  59,560  (S)  {4,575) 

Increases  are  requested  in  Weather  Research  (0  pos./  +$2,085)  in  order  to  maintain  ongoing 
research  efforts,  and  in  NWS  Local  Warnings  and  Forecasts  (0  pos./  +$1,344)  to  commence  the 
replacement  of  the  old  and  obsolete  NWS  Radiosonde  Upper- air  Network.  An  increase  is  also 
requested  for  Solar  Terrestrial  Services  and  Research  (0  pos./  +$490)  to  allow  for  24  hour  per  day,  7 
days  per  week  operations  of  NOAA's  Space  Environmental  Services  Center  which  provides  space 
weather  data,  warnings  and  forecasts  to  Government  agencies,  industry,  and  the  public. 

No  funds  are  requested  for  the  following  projects  or  programs:  wind  profilers  demonstration 
project  (0  pos./  -$4,350);  Federal  /state  weather  modification  grants  (0  pos./  -$3,000);  the 
southeastern  storm  research  program  (0  pos./  -$372);  and  for  California  observation  buoys  (0  pos./ 
-$140). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
sen/ices  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  8  positions  and  $632  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Build  Sustainable  U.S.  Fisheries 

Assessing  the  Status  of 
Fisheries  Resources  1,534  $139  678  (83)  $15744 

Increases  are  requested  to  enhance  population  assessment  activities  that  will  result  in  increased 
productivity  of  marine  fisheries  resources.   Activities  include  enhancement  of  commercial  (  +  28 
pos./  +$9,804)  and  recreational  (+13pos./  +$4,600)  fisheries  harvest  data:  enhanced  at-sea 
commercial  fisheries  observer  coverage;  completion  of  the  IT-95  information  management  system 
(0  pos./  +$5,500);  additional  in-situ  population  surveys  of  commercially  important  fisheries;  and 
development  of  mathematical  and  statistical  models  and  analyses  to  forecast  fisheries  population 
trends  under  a  variety  of  management  regimes  (  +  7  pos./  +$2,815). 

A  decrease  is  requested  in  the  fisheries  assessment  component  of  the  National  Undersea 
Research  Program  (0  pos./-$3,300). 

No  funding  is  requested  for  the  following  projects  or  programs:   Hawaiian  Stock  Management  (0 
pos./-$500),  Atlantic  Bluefin  Tuna  (0  pos./  -$300),  Center  for  Shark  Research  {0  pos./-$140), 
U.S. /Canadian  Lobster  Study  (0  pos./ -$300),  Smolt/squawfish  (0  pos./-$100),  and  Fishery 
Observer  Training  (0  pos./-$150). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  131  positions  and  $2,185  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Advancing  Fishery  Prediction  6  11,911  3  834 

Increases  are  requested  to  advance  fisheries  population  predictions.  Areas  of  emphasis  include: 
research  and  modelling  of  fisheries  replenishment  processes  (Opos./  +$318);  quantifying  the 
effects  of  multispecies  interactions;  and  development  of  next  generation  sampling  systems  (  +  3 
pos./  +$2,100). 

A  decrease  is  requested  in  the  fisheries  population  dynamics  segment  of  the  National  Undersea 
Research  Program  (0  pos./  -$1,001). 

No  funds  are  requested  for  the  Southeastern  FOCI  program  (0  pos.  /-$500). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $83  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Managing  for  Economic 

Growth  372  S44  575  ,,  Sg  734 

Increases  are  requested  for  the  North  Atlantic  Fishery  project  (  +  15  pos./  +$2,000)  to  address 
the  current  crisis  in  the  Northeast  fisheries,  and  for  implementation  of  controlled  access  reoimes 
(  +  36  pos./ +$7,729),  ^ 

A  decrease  is  requested  in  the  International  Fisheries  Commissions  program  (0  pos./  -$400). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation 
Decreases  of  40  positions  and  $595  have  been  allocated  to  this  NOAA  Strategic  Plan  element 


Ensuring  Adequate 
Compliance  143  12.494  25  4392 

An  increase  is  requested  to  enhance  enforcement  activities  in  each  of  the  National  Marine  Fisheries 
Service's  regions  due  to  implementation  of  control  access  regimes  (  +  28  pos./  +$4,605). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  3  positions  and  $213  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Reducing  Bycatch  17  6  236  0  (721) 

No  funds  are  requested  for  the  Conservation  Engineering  and  Bycatch  project  (0  pos./  -$700). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
sen/ices  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $21  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Aquaculture  27  16,351  1  (10.502) 

An  increase  is  requested  to  stimulate  development  of  the  U.S.  Aquaculture  industry  (+2  pos./ 
+  $1 ,125). 

No  funding  is  requested  for  the  following  projects  or  programs:  Stuttgart  Catfish  Hatcheries  (0  pos./ 
-$576),  Mahi  Mahi  Exporting  Strategies  (0  pos./  -$750),  and  Columbia  River  Hatcheries  (0  pos  / 
-$10,300). 

As  directed  in  Executft/e  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $1  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Recover  Protected  Species 

Reduce  Marine  Mammal/Fishery 
Interactions  53  $5,179  3  $1,975 

An  increase  is  requested  (+3  pos./  +$2,021)  to  improve  understanding  of  the  interactions  between 
marine  mammals  and  commercially  important  fish  species.  This  research  will  produce  fish 
harvesting  methods  that  will  reduce  marine  mammal  mortality. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $46  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Assess  the  Status  of  Protected 
Species  224  21.877  (I8)  6,390 

An  increase  is  requested  for  additional  information  collection  (+14  pos./  +$6,560)  on  the  status 
of  marine  mammals  and  endangered  species.   NOAA  will  also  explore  the  value  the  U.S.  Navy 
developed  Sound  Surveillance,  and  Surveillance  Towed  Array  Sensor  Systems  in  conducting  these 
assessments. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  32  positions  and  $170  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Implement  Conservation/ 
Recovery  Plans  39  4,344  11  8,612 

An  increase  is  requested  for  the  development  and  implementation  of  the  conservation  and  recovery 
plans  as  required  by  the  Endangered  Species  Act  (+11  pos./  +$8,804).   Emphasis  will  be  placed  on 
salmon  species  in  the  Pacific  Northwest  and  reducing  the  backlog  of  implementation  plans. 

No  funding  is  requested  for  the  Beluga  Whale  Committee  (0  pos./  -$192). 


Take  a  Proactive  Approach/ 
Prevent  Listings  002  2.200 

An  increase  is  requested  for  the  development  of  living  marine  resource  management  plans  to  avoid 
future  listings  under  the  Endangered  Species  Act.  (+2  pos./  +$2,200).   Currently,  200  species  of 
salmon  are  considered  threatened. 
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Coastal  Ecosystem  Health 

Integrate  Management 
Operations  210  $69032  (4)  $2388 

An  increase  is  requested  for  the  National  Marine  Sanctuary  program  (0  pos./+ $3,000)  for  the 

designation  and  operations  of  sanctuaries;  and  the  Habitat  Conservation  program 

(+10  pos./+$2,371)  to  increase  the  number  of  permit  reviews  for  projects  that  have  potentially 

detrimental  effects  on  wetlands  and  increased  research  to  develop  technologies  for  ecosystem 

restoration. 

No  funds  are  requested  for  the  following  projects:  Charleston  SC  Special  Area  Management  Plan  (0 
pos./-$1,000);  Hawaii  Humpback  Whale  Sanctuary  (0  pos./  -$150);  and  Deep  Sea  Hardbed 
Mining  (0  pos./-$1,519}. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  14  positions  and  $314  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Comprehensive  Assessment  & 

Synthesis  i63  26,077  (4)  (619) 

An  increase  is  requested  for  Estuarine  and  Coastal  Assessment  (0  pos./+$1 46)  to  support  efforts 
that  will  result  in  improved  assessments  of  ecosystems. 

No  funds  are  requested  for  the  following  project:  South  Carolina  Wetland  Demonstration 
(0pos./-$500). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  4  positions  and  $265  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Expanded  Ecosystems 

Monitoring  61  soeo  (1)  (62) 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $62  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Improved  Understanding  359  67.269  (1)  (10  46i) 

Decreases  are  proposed  as  follows:  Sea  Grant  Zebra  Mussel  program  (0  pos./-$2,700);  Ocean 
Assessment  Program  (0  pos./  -$444);  and  the  coastal  ecosystems  portion  of  the  National  Undersea 
Research  Program  (0  pos./-$5,399). 
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No  funds  are  requested  for  the  following  projects  or  programs:  Maui  Algal  Bloom  Crisis 
(0pos./-$400);  GLERL  Zebra  Mussel  (0  pos./-$91 1);  and  Lake  Champlain  (0pos/-$290) 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $317  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Increased  Outreach  1  $2,565  o  {$1201) 

A  decrease  is  requested  in  the  Sea  Grant  Zebra  Mussel  program  (0  pos./-$100). 

No  funds  are  requested  for  the  National  Coastal  Research  and  Development  Institute 
(Opos. /-$1,100). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $1  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Education  &  Human  Resources 

Education  3  4.548  8  eao? 

An  increase  is  requested  for  the  Global  Learning  and  Observations  to  Benefit  the  Environment 
(GLOBE)  program  (  +  8  pos,/+$7,000). 

No  funds  are  requested  for  the  Pacific  island  Technical  Assistance  program  (0  pos./-$190). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $3  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Environmental  Technology 

Marine  Biotechnology  31  14,778  0  (304) 

A  decrease  is  requested  in  the  biotechnology  portion  of  the  National  Undersea  Research  Program 
(Opos./  -$300). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation, 
Decreases  of  0  positions  and  $4  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Modernize  Navigation  &  Positioning  Services 

Navigation  Data  Products  & 

Services  585  $58,416  (ll)  (S1,344) 

An  increase  is  requested  to  support  nautical  survey  improvements  and  the  production  of  digital 
electronic  chart  data  to  produce  electronic  charts  that  will  respond  to  user  requirements 
(Opos./  +$645). 

No  funds  are  requested  for  the  following  projects  or  programs:  World  Aeronautical  Charts 
(0  pos/-$300),  consolidation  of  the  Pacific  Hydrography  Center  (0  pos./-$350),  and  observation 
buoys  in  the  Chesapeake  Bay  (0  pos./-$400).   The  World  Aeronautical  Charts  will  be  funded 
through  increased  fees  to  the  users. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  11  positions  and  $939  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


National  Spatial  Reference 
System  172  20,376  (5)  (1.044) 

An  increase  is  requested  for  NOAA's  Geodesy  program  to  initiate  the  modernization  of  the  Spatial 
Reference  System  (0  pos./+$1,064). 

No  funds  are  requested  for  the  following  projects;   SC  cooperative  geodetic  survey  (0  pos./-$554), 
and  the  multi-purpose  cadastre  land  information  system  (0  pos./-$1 ,200). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  5  positions  and  $354  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Implement  Seasonal  to  Interannual  Climate  Forecasts 

Prediction  Systems  (Research  & 
Operations)  97  15,701  (I)  5.659 

Increases  are  requested  for  the  Climate  and  Global  Change  program  (0  pos./+$8,100)  and  for 
Marine  Predictions  (0  pos./  +$697).   These  increases  will  support  research  and  the 
establishment  on  an  operational  climate  prediction  capability  for  seasonal  to  interannual  climate 
conditions. 

No  funds  are  requested  for  the  Regional  Climate  Centers  (0  pos./ -$3,000). 
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As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $138  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


TOGA  Observing  System  i  $o  (i)  $2000 

Increases  are  requested  for  the  Climate  and  Global  Change  program  (0  pos./+$2,000)  for 
implementing  the  Global  Ocean  Observing  System  (GOOS).  This  operational  system  will  provide 
the  outgrowth  of  the  research  investment  already  made  in  the  Tropical  Oceans -Global  Atmosphere 
(TOGA)  program. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $0  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Other  Observing  and  Data 
Systems  5  4,706  0  (3) 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $3  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Data  Management  323  28,221  (6)  2,052 

An  increase  is  requested  for  the  handling  of  the  increased  data  streams  currently  being  generated 
from  NOAA's  modernized  platforms,  primarily  GOES  and  NEXRAD  (0  pos./  +$2,444). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  6  positions  and  $392  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Process  Research  i48  31,712  (1)  4,400 

Increases  are  requested  in  the  Climate  and  Global  Change  program  (0  pos./+ $4,585)  for  research 
related  to  the  Global -Oceans -Atmosphere -Lands  System  (GOALS)  program  and  the  Global 
Energy  and  Water  Cycle  Experiment  (GEWEX)  project. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
sen/ices  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  1  position  and  $185  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Predict  and  Assess  Decadal -to-Centennial  Change 

Climate  &  Global  Change  387  $79393  (10)  {$1,338) 

Increases  are  requested  for  the  Climate  and  Global  Change  program  (0  pos./  + $6,300)  and  for 
long-term  climate  and  air  quality  research  (0  pos./  +$1,446).   The  Climate  and  Global  Change 
Increase  will  accelerate  research  of  long  term  climate  and  global  change  processes  by  focusing  on 
forcing  agents,  climate  related  processes,  and  predictions  and  assessments.  The  funds  requested 
for  long-term  climate  and  air  quality  research  will  enhance  ongoing  research  and  monitoring 
programs. 

A  decrease  is  requested  for  the  portion  of  the  National  Undersea  Research  Program  included  in 
this  element  (0  pos.  /-$6,194). 

No  funds  are  requested  for  the  VENTS  project  (0  pos./-$2,496).   This  program  will  be  funded 
under  the  U.S.  Global  Change  Research  Program  (USGCRP). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  10  positions  and  $394  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Health  of  the  Atmosphere  0  1,453  5  2,485 

An  increase  is  requested  to  support  research  designed  to  provide  the  scientific  basis  for 
implementing  the  Clean  Air  Act  of  1990,  as  well  as  understanding  high  surface  ozone  episodes  in 
rural  areas  and  establishing  a  U.S.  network  to  monitor  changes  in  air  quality  (  +  5  pos./  +$2,500). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $15  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

Insuring  a  Long-Term 
Climate  Record  66  12,248  0  (los) 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $105  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 

National  Undersea  Research 

Program  8  1,909  (8)  (i.909) 

A  decrease  is  requested  the  National  Undersea  Research  Program  (-8  pos.  /-$1,908). 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $1  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Environmental  Information 

Network  Connectivity  o  $582  o  $7  744 

An  increase  is  requested  to  connect  NOAA's  National  Data  Centers  and  Centers  of  Data  to  the 
Internet  (0  pos./  +$7,750).  This  connection  will  greatly  increase  NOAA's  ability  to  disseminate 
real -time  and  archived  environmental  data  and  information  to  a  broad  range  of  users  in  the  U.S. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $6  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Advanced  Computational 

Systems  0  474  0  6i96 

An  increase  is  requested  for  the  acquisition  of  a  high  performance  computing  system  at  the  NOAA 
Geophysical  Fluid  Dynamics  Laboratory  (0  pos./  +$6,200)  in  support  of  weather  forecast  and 
climate  and  global  change  modeling. 

As  directed  in  Executr^/e  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  0  positions  and  $4  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 


Data  DisseminationPilots 

and  Tools  00  0  502 

An  increase  is  requested  for  a  pilot  program  designed  to  provide  improved  access  by  the  private 
sector,  academic  researchers,  educators,  and  the  general  public  to  geographically  distributed 
environmental  data  (0  pos./  +$502). 


Office  of  Administration 

1,345  72,450  (22)  (94) 

Increases  are  requested  for  Executive  Administration  (0  pos./  +$208);  and  Central  Administration  (0 
pos.  /+$1,244)  to  accommodate  the  increased  administrative  requirements  resulting  from  proposed 
initiatives. 

As  directed  in  Executive  Orders  12837  and  12839,  reductions  for  FTE  savings  and  administrative 
services  total  304  positions  and  $15,701  for  the  Operations,  Research  and  Facilities  Appropriation. 
Decreases  of  22  positions  and  $1 ,546  have  been  allocated  to  this  NOAA  Strategic  Plan  element. 
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Other  Appropriation  Accounts 

Fishing  vessel  and  gear 
damage  fund 

Build  Sustainable  U.S.  Fisheries 

Managing  for  Economic 

Growth  4  $1,274  0  (S1) 

This  fund  provides  compensation  to  fishing  vessel  owners  who  sustain  losses  or  damage  to  their 
gear  or  vessels  while  engaged  in  fishing,  provided  that  the  loss  is  attributable  to  any  foreign 
vessel,  crew,  or  gear.    A  decrease  is  requested  for  administrative  services  (0  pos./  -$1). 


Fisherman's  contingency  fund 

Build  Sustainable  U.S.  Fisheries 

Managing  for  Economic 
Growth  1  999  0  0 

This  fund  is  used  to  compensate  domestic  fisherman  for  the  damage  or  loss  of  fishing  gear  and 
any  resulting  economic  loss  due  to  natural  or  man-made  obstructions  related  to  oil  and  gas 
development  and  exploration  in  the  outer  Continental  Shelf. 

Foreign  fishing  observer  fund 

Build  Sustainable  U.S.  Fisheries 
Managing  for  Economic 

Growth  5  557  0  (157) 


This  fund  is  financed  through  fees  collected  from  foreign  govemments  with  fishing  vessels  within 
the  exclusive  fishery  jurisdiction  of  the  U.S.  The  fund  is  used  to  pay  salaries,  administrative  costs, 
data  entry  and  other  expenses  associated  with  the  placement  of  observers  aboard  foreign  fishing 
vessels.   Decreases  are  requested  in  the  following  areas:   administrative  service  (0  pos./  -$15)  and 
a  program  reduction  reflecting  anticipated  reduced  activity  (0  pos./  -$142). 


81 


92 


Promote  and  develop... 
American  fisheries 

Build  Sustainable  U.S.  Fisheries 

Managing  for  Economic 

Growth  0  $7,144  0  ($744) 

Balances  in  this  fund  are  proposed  to  be  used  for  Saltonstall- Kennedy  grants  for  fisheries 
development  in  FY  1995.   Specific  emphasis  will  be  placed  on  biotechnology,  aquaculture,  and 
gear  technology.  The  decrease  in  this  account  reflects  an  increase  in  the  amount  of  funds 
transferred  to  ORF. 


Fishing  vessel  obligation 
guarantee  fund 

Build  Sustainable  U.S.  Fisheries 


Managing  for  Economic 

Growth  0  459  0  (459) 

The  President's  Budget  proposes  termination  of  this  program  in  FY  1995  (0  pos.;  -$459).   This 
program's  objectives  have  been  accomplished  and  continued  funding  is  no  longer  required. 


Damage  assessment  and 
restoration  revolving  fund 

Coastal  Ecosystem  Health 

Comprehensive  Assessment  & 

Synthesis  o  (isoo)  o 

Funds  will  be  transferred  to  the  Operations,  Research  and  Facilities  account  for  purposes  of 
damage  assessment  and  restoration.  This  fund  receives  proceeds  from  claims  against 
responsible  parties  as  determined  through  court  settlements  or  agreements  for  both  damage 
assessment  and  restoration  costs. 
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Fleet  modernization, shipbuilding 
and  conversion 

Fleet  Replacementand  Modernization 

16  $77,082  0  ($54,042) 

Decreases  are  requested  in  the  following  areas:  administrative  services  (0  pos./  -$42)  and 
shipbuilding  (0  pos./  -$54,000).    Emphasis  in  the  program  in  the  early  years  will  be  on 
repairing -to -extend  service  life,  or  converting  existing  vessels  from  other  agencies  where  feasible, 
with  replacement  occurring  in  subsequent  years. 


Construction 


112.503  0  (76,306) 


This  account  contains  the  costs  associated  with  the  maintenance,  construction,  and  consolidation 
of  all  NOAA  facilities.  Also  included,  are  costs  pertaining  to  NOAA's  on-going  environmental 
compliance  program. 

Advance  Short-Term  Forecasts  &  Warnings 
Complete  NWS  Modernization 

A  decrease  is  proposed  for  Weather  Forecast  Office  (WFO)  construction  as  activity  is  declining  as 
the  modernization  program  proceeds  towards  completion  (0  pos./  -$47,285). 

A  decrease  is  requested  for  administrative  services  (0  pos./  -$2). 

EnvironmentalCompliance&  Facilities  Construction 

An  increase  is  requested  to  address  additional  environmental  compliance  requirements  (0  pos  / 
+  $2,000). 

Decreases  are  requested  in  the  following  areas:  Silver  Spring  Consolidation  (0  pos./  -$21);  Boulder 
Laboratory  Consolidation  (0  pos./  -$441):  NOAA  Facilities  Maintenance  (0  pos./  -$2,500);  and 
Research  Facilities  Maintenance  (0  pos./  -$2,751). 

No  funds  are  requested  for  the  following  projects:  Alasl<a  Fisheries  Center  (0  pos./  -$500);  Boston 
Biotechnology  Innovation  Center  (0  pos./  -$1 ,000);  Mystic  CT.  Maritime  Education  and  Research 
Center  (0  pos./  -$1,000);  Columbia  River  facilities  (0  pos.;  -$8,200);  Multi-Species  Aquaculture 
Center  (0  pos./  -$1,000);  National  Estaurine  Research  Reserves  (0  pos./  -$5,000);  the  Newport 
Marine  Science  Center  (0  pos./  -$1,800);  Lafayette,  U\  Fisheries  Laboratory  (0  pos./  -$2,000); 
Ruth  Patricl<  Science  Center  Aiken,  SC  (0  pos./  -$1,000);  Indiana  State  University  Center  (0  pos./ 
-$1,395);  Oxford,  MD  Fisheries  Laboratory  (0  pos./  -$750);  Charleston,  SC  Fisheries  Laboratory  (0 
pos./  -$683);  Monitor  Marine  Museum  (0  pos./  -$800);  and  Beaufort,  NC  Fisheries  Laboratory  (0 
pos./  -$178). 


83 


94 


Comparison  of 

Appropriationby 

Activity 

OPERATIONS.    RESEARCH    AND 

1994 

1995 

1995 

Increase/ 

FACIUTIES 

Currently  Available 

Base 

Estimate 

(Decrease 

Perm    Pos 

Amount 

Perm   Pos         Amount              Perm   Pos 

Amount 

Perm   Pos 

Amount 

ADVANCED  SHORT -TCHM     FORECASTS 

Short-Term  Base  Funding 

4,698 

S431.506 

4  698 

S452  222 

4.571 

S438.958 

(127) 

(S  13.264) 

Complete  NWS  Modernizalion 

953 

388.445 

953 

386.445 

1  139 

419.103 

186 

30.658 

Satellite  Continuity 

2 

139.162 

2 

139.166 

2 

159.241 

0 

20.075 

Enhanced  Observaton  &  Prediction 

494 

57.184 

494 

59.560 

486 

54.985 

(8) 

(4.575) 

Improved  Application  &  Ossemination 

0 
6.147 

761 
1.017.058 

0 

774 

0 

774 

0 
51 

0 

Subtotal  obtiqation 

6.147 

1.040.167 

6.198 

1.073.061 

32.894 

Build  Sustainable    US-  Fisheries: 

Assessing  the  Status  ot  Fisheries  Resc 
Advancing  Fishery  Predction 
Managing  for  Economic  Growth 
Ensunng  Adequate  Comptance 
Reducing  Bycalch 
Aquacullure 

Subtotal  obligations 


1,534 

135.494 

1  534 

139.678 

1.451 

155.422 

(83) 

15.744 

6 

1 1 .588 

6 

11.911 

9 

12  /45 

3 

834 

372 

43.537 

372 

44  575 

383 

53,309 

11 

8.734 

143 

12.000 

143 

12.494 

168 

16  886 

25 

4.392 

17 

6.157 

17 

6.236 

17 

5.515 

0 

(721) 

27 

16.313 

27 

16351 

28 

5849 

1 
(43) 

(10.502) 

2.099 

225.169 

2.099 

231.245 

2.056 

249.726 

18.481 

Recovefinq    Proleded  Species: 

Reduce  Marine  Mammal/Fshery  Inters 
Assess  the  Status  of  Protected  Specie: 
Implement  Recovery /Conservation  Pla 
Take  Proactive  Approach/ Prevent  Listn 
Subtotal  obligations 


53 

5.137 

53 

5,179 

56 

7,154 

3 

1.975 

224 

21.642 

224 

21,877 

206 

28,267 

(IB) 

6.390 

39 

4,344 

39 

4  344 

50 

12,956 

11 

8.612 

0 

0 

0 

0 

2 

2,200 

7 

2.200 

(2) 


Coastal  Ecosyslem  Health: 

Integrate  Managefnent  Operations 
Comprehensr/e  Assessment  &  Synthe 
Expanded  Ecosystem  Monitonng 
Improved  Understanding 
Increased  Outreach 

Subtotal  obligations 


210 

68.454 

210 

69.032 

206 

71.420 

(4) 

2.388 

163 

18  668 

163 

26.077 

159 

25,458 

(4) 

(619) 

61 

4  952 

61 

5.060 

60 

4,998 

(1) 

(62) 

359 

66,944 

359 

67.269 

358 

56,808 

(1) 

(10.461) 

1 

2.521 

1 

2.565 

1 
784 

1,364 
160.048 

0 
(10) 

(1.201) 

794 

161.539 

794 

170.003 

(9.955) 

FducaHon  S   Human  Resources: 

0 
3 

0 
4.467 

0 

3 

Human  Resources 
Education 

0 
4.548 

Subtotal  obligations 

3 

4.467 

3 

4.548 

0 
11.355 


0 
6.807 
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19! 

M 

1995 

1995 

Increase/ 

Currently 

Available 

1 

Base 

Estimate 

(Decrease) 

Perm-  Pos 

Amount 

Perm 

PtJS 

Amount 

Perm.  Pos 

Amount 

P?rm, 

Pos. 

Amognl 

Implemenl  Pilot  Programs 

0 

$0 

0 

SO 

0 

SO 

0 

SO 

Marine  Biotechnology 

31 

14.623 

31 

14.778 

31 

14.474 

0 

(304) 

Subtotal  obligations 

31 

14.623 

31 

14.778 

31 

14.474 

0 

(304) 

Modemize   rtavioation  &    Positionina 

Services; 

Navigation  Data  Products  &  Services 

585 

56.674 

585 

58.416 

574 

57.072 

(11) 

(1.344) 

National  Spatial  Reference  Svstem 

172 

19.654 

172 

20.376 

167 

19.332 

(5) 

(1.044) 

Subtotal  obligattons 


(16) 


(2.388) 


Iniplemefrt  Seasonal   to  lirteiannual    Climate  Forecasts: 

Prediction  Systems  (Research  &  Open  97 

TOGA  Observing  Systems  1 

Other  Observ»ig&  Data  Systems  5 

Other  Observing  &  Oala  Systems  (DaC  323 

Process  Reseaich  148 

Subtotal  obligations  574 


15.347 

97 

15.701 

96 

21.360 

(1) 

5.659 

0 

t 

0 

a- 

2.000 

(1) 

2.000 

4.700 

5 

4,706 

5 

4.703 

0 

(3) 

27,600 

323 

26.221 

317 

30.273 

(6) 

2.052 

31.375 

148 

31.712 

147 

36.112 

(1) 

4.400 

79.022 


0) 


Predict  and  Assess  Decadal -lo-Cenlennial  Charrqe: 

Climate  and  Global  Change  387 

Health  ol  the  Atmosphere  0 

Insuring  a  Long-Term  Climate  Recott  66 

National  Underseas  Research  Progran  8 

Subtotal  obligations 


461 


77.772 

387 

79.393 

377 

78.055 

(10) 

(1,338) 

1.376 

0 

1.453 

5 

3.938 

5 

2,485 

1 1  932 

66 

12.248 

66 

12.143 

0 

(105) 

1.908 

8 

1.909 

0 

0 

(8) 

(1.909) 

92.988 

461 

95.003 

448 

94.136 

(13) 

(867) 

Environmental  Information: 

Networtgng  Connectivity 
Advanced  Computational  Systems 
Data  Dissemination  PSots  4  Tools 
Subtotal  obltgations 


0 

sso 

0 

582 

0 

8.326 

0 

7.744 

0 

450 

0 

474 

0 

6.670 

0 

6.196 

0 

0 

0 

0 

0 

502 

0 

502 

OWice  oi  AAninisliation: 

Total  Direcl    ObJigatiGns: 

Reimbursable  Obligations 


70.706 


1.774.043 
368.232 


1.345  72.450 


12.527  1.819.782 


1 .260  368.232 


(22) 


(56) 
(20) 


(51.997) 


Total  Obligations: 


2.142.275 


(76) 
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79-441  0-94-4 
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1994 

1995 

1995 

Increase/ 

Currently  AvB^ble 

Base 

Estimate 

(Deci 

■ease) 

Pjfin   Pot. 

Amounl 

Perm   Pos        Amount 

PSffll   P55, 

Amounl 

Perm. 

Pos 

Amount 

Finuicina 

Unobligaled  balance,  start  of  year 

Recoveries  o(  p  nor  year  obligations 

(S22.990) 

($15,000) 

($15,000) 

0 

$0 

Offsetting  collecbons  from: 

Federal  funds 

(1.260) 

(331.427) 

(1.260) 

(331.427) 

(1.240) 

(280.626) 

20 

50.801 

Non- Federal  souices 

(36.805) 

(36.805) 

(35.609) 

0 

1.196 

Trust  funds 

0 

0 

(1.240) 

0 
(331.235) 

0 
20 

0 

Subtotal,  financing 

(1.260) 

(391.222) 

(1.260) 

(383.232) 

51.997 

TOTAL  BUDGET  AUTHORITY; 
TTtANSFEHS: 

From  "Promote  and  develop  .. 
American  fisheries" 
From  "Damage  assessment  &  restoratfion 
revolving  lunrf ' 

Subtotal.  Transfers 


12.527 


(54.800) 


(1.500) 


1 .804.782 


(54.800) 


(8.500) 


(55.500) 


18.500) 


(56.300) 


(63.300) 


(64.000) 


(56) 


(700) 


(700) 


TOTAL  APPROPRIATION     (ORF): 


(56) 
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Summary  of  Changes  from  1 994  Appropriation 


:d 


NATIONAL   OCEANIC   AND  ATMOSPHtRlC 

AOMIMST  RATION 
OPERATIONS.    RESEARCH    AND  FACILiTIES 

Appropriation.  1994 

ADJUSTMENTS  TO    BASE: 

TRANSFERS an«  FINANCING 

From  "Promote  and  develop  /Vnencan  fisheries" 
From  "Damage  assessment  A  restoration  revoKnng  lurxf' 
To  Workng  Capital  Fund 
From  WoiVing  Capital  Fund 
To  Construe! ion 
ToNTIAGOES-3 
Oeobligations 

Subtotal,  transfers  and  financing 
OTHER  COST   CHANGES: 
Salaries  and   benefits: 
FY  1995  Pay  Raise 
One  less  compensable  day 
LocalHy  Pay 

Longevity  inc  rease  for  NCAA  Corps 
Withn- grade  step  increase 
Variable  Housing  Alovwance  lor  Otfcers 
Overtme 

Sunday  Differential 

Civil  Servce  Retirement  System  (CSRS) 
Federal  Employees  Retirement  System  (FERS) 
Thrift  Savings  Plan 

Federal  Insurance  Contrbutions  Act  (FICA)  -  OASDI 
Health  insurance  premium 
Employees'  Compensation  Fund 
Other  obiects: 
Travel  and  Transportation 
Rental  payments  to  GSA 
Rental  payments  to  ottiers 
Communications,  utilities  &  misc  cfiarges 
Printng  and  reproduction 
Other  services 
Working  Capital  Fund 
Auditir>g  Servces 
Other  services 
Supplies  and  mate nals 
Equpment 
C  rants 
Subtotal,  other  cost  changes 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 


1995  Estimate 


Detailed 
Perm   Pes         Amount 


S 


Summary 
Perm.  Pos         Amounl 
12.515  SI  .694.753 


S54.800 

8.S00 

0 

0 

p.aoo) 

(65) 
22.990 


P.511) 

14.250 

140 

6.237 

126 

63 

681 

(1.287) 

2.248 

354 

933 

2.932 

823 

1.475 
581 
418 
235 
329 

219 
964 

1.370 
893 
301 

1,140 


41,604 


P) 


14 
12 


41.604 
1 25.029 
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l995Eslimale 

Detailed                                         Summarv 

Perm,  Pos        Amount             Perm   Pos 

Amount 

(304)               (56,870) 

(8.831) 

(304) 

(515.701) 

248 

108.002 

12.471 

1.912.083 

ADJUSTMENTS: 

Personnel  savings 
Admin Btrative  savings 
Subtotal.  ad|uslments 
Program  changes 

TOTAL  REQUIREMENTS 

TRANSFERS  and  FY  1995     FINANCING: 

Transfertrom  "Promote  and  develop 

American  tishenes"                                                                                                                                                                                              (55,500) 
From  "Damage  Assessment  and  Restoration  Revolving  Fund'  (8.500) 

Deobhgalions  (15,000) 

TOTAL.   TRANSFERS  AND  FINANCING  (79.000) 


1995  APPROPRIATION 
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Comparison  of  Appropriation  by  Activity 


NATIONAL    OCEANIC   AND 
ATMOSPHERIC  ADMINlSTflATlON 
Coastal  zone    management   fund 

RBMBURSABLE  0BUGAT10NS: 

Coastal  zone  management  activities 

TOTAL  OBUGATIONS 

FINANCING: 

Unobligated  balance,  start  ol  vear 
Unobligated  balance,  end  o(  year 
Offsetting  collections  from 

Non-Federal  sources 

Subtotal,  financing 

TOTAL  BUDGET  ALnWORITY; 


1994 
Currentl^^ilable 


(n.255) 
11.255 


(7,800) 


(7.B00) 


1995 
Base 


(11.255) 
11.255 


(7.800) 


(7.800) 


1995 
Estimate 


(11.255) 
11,255 


(7.800) 


(7.800) 


Increase/ 
(Decrease) 


»"-^:■^v^^^:-^^v■:-^^^v-'Mw*^^r^« 


Comparison  of  Appropriation  by  Activity 


NATIONAL    <X;EANIC   AND 
ATMOSPHEBC  ADMINISTOATTON 
Fisheries  pfomotiorBl  fund 

DIRECT  OBUGATTONS: 

Fisheries  promotion 

FINANCING: 

Unobligated  balance,  start  of  year 
TOTAL  BUDGET  AUTHORITY: 

TTtANSFERS: 

From  "Promote  and  develop 
American  fisheries' 

TOTAL  APPROPRIATION: 


1994 
Currently  Available 


(1381 


1995 
Base 


1995 
Estimate 


Increase/ 
(Decrease) 


Summary  of  Changes  from  1994  Appropriation 


■»:«»««««^ 


NATIONAL   OCEANIC   AND 
ATMOSPHEHC  ADMINISTRATION 
Fisheries  promotional  fund 

Appropriation  currentfy  avaibble.  1993 
Adjustments  to  base  and  built- in  changes 
Program  change 

1995  APPROPRIATION: 


1995  Estimate 


Detailed 
Perm   Pos.        Amount 


Summary 
Perm   Pos  Amount 

0  SO 

0  0 

0 0 
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Comparison  of  Appropriation  by  Activity 


NATIONAL   OCEANIC   AND 
ATMOSPHEHC  ADMINISTRAnON 


TOTAL  OtHECT  OBLIGATIONS: 

FINANCING 

Unobligated  balance,  start  of  yeaf 
TOTAL  BUDGET  AUTHORITY 

TRANSFERS: 

From  Department  of  Agrcuiture 

To  "Operations  research,  and  facilities" 

To   Fistieries  promotional  fund ' 

TOTAL  APPROPRIATION 


1994 
Currently  Available 


Promote  and  develop  tishcfv  Perm   Pos 

producls  and    reseafch   pertaining 
to  American  lisheries 

DIRECT  OBLIGATIONS: 

Adminislrative  expenses 

Saltonstall- Kennedy  grants  ^^^^^^_ 


SO 
7J« 


1995 
Basp 


(61.944) 

54.800 

0 


SO 
7.144 


1995 
Estimate 


(61.944) 

54  800 

0 


SO 
6.400 


Increase/ 
(Decrease) 


SO 
(744) 


(744) 


(744) 


(61.900) 

0 

44 

55.500 

0 

700 

0 

0 

0 

Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   OCEANIC   AND 
ATMOSPHERC  ADMINISTRATION 

Promote  and  develcxi  fishery   products  and 


Appropriation  currently  available.  1994 
Program  change 

1995  APPROPRIATION 


1995  Estimate 


Detailed 
Perm   Pos         Amount 


Summary 
Perm   Pos  Amount 

0 
0 


Comparisonof  Appropriation  by  Activity 


SO 
0 


NATIONAL    OCEANIC   AND 
ATMOSPHERC  ADMINISTRATION 

Frstiing  vessel  and  gear    damage 
compensation  fund 

DIRECT  OBLIGAnONS 

Administralive  expenses 
Payment  ot  claims 

TOTAl    DIRECT  OBLIGATIONS 

FINANCING 

Unobligated  balarx:e.  start  of  year 

TOTAl    APPROPRIAIION 


1994 
Cuffentiv  Available 

1995 
Base 

1995 
Estimate 

Increase' 
(Decrease) 

Perm    Pos              Amount 

Perm   Pos         Amount 

Perm   Pos           Amount 

Perm   Pos          Amount 

S376 
1.571 


(674) 


S238 
1.036 


S237 
1.036 


(SI) 
0 


(1) 


(1) 
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Summary  of  Changes  from  1994  Appropriation 


NATIONAL    OCEANIC   AND 
ATMOSPHEnC  ADMINISTRATION 
Fishing  vessel  and  gear    cfaniage 
compensation  fund 

Appropnalion  currentV  available,  1994 

Adjustments  to  t>ase  and  buiB-in  changes 
Program  Changes 

1995  APPROPRIATION: 


1995  Estimate 


Detailed 
Perm   Pes        Amount 


Summary 
Perm   Pos.  Amount 


Comparison  of  Appropriation  by  Activity 


NATIONAL   OCEANIC   AND 
ATMOSPHERC  ADMINISTRATION 
Fisherman's  contingency  fund 

DIRECT  0BUGAT10NS: 

Adminslralive  expenses 

Payment  ol  claims 

TOTAL  DIRECT  0BUGAT10NS: 

FINANCING: 

Unobligated  balance,  start  ot  year 

TOTAL  APPROPRIATION 


1994 

1995 

1995 

Increase. 

Cu^rent^  Available 

Base 

Estimate 

(Decrease) 

Perm   Pos             Amount 

Perm   Pos        Amount 

Perm   Pos          Amount 

Perm   Pos           Amount 

1                      S85 

1                      S89 

1                         S89 

0 

SO 

1.915 

910 

910 

0 

0 

(1.001) 


Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   OCEANIC   AND 
ATMOSPHERC  ADMINISTDATtON 
Fishennan's  cixTlinQencv  fund 

Appropriation  currently  available.  1994 
Adjustments  to  base  and  built-in  changes 
1995  APPROPRIATION: 


1995  Estimate 


Detailed 
Perm   Pos         Amount 


Summary 
Perm   Pos  Amount 


Comparison  of  Appropriation  by  Activity 


NATIONAL  (X;EAN1C   AND 
ATMOSPHEHC  ADMIN1STHATION 
Fofeion  fishina  observer     hind 

DIRECT  0BUGAT10NS: 

Foreign  fistiffig  observer  fund 
FINANCING: 

Unobligated  balance.  Stan  ot  year 
TOTAL  APPROPRIATION 


1994 
Currently  Available 


1995 
Base 


Perm   Pos         Amount 


1995 
Estimate 


Increase/ 
(Decrease) 


(S157) 


(380) 


5 

91 


(157) 
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Summary  of  Changes  from  1 994  Appropriation 


NATIONAI    OCEANIC  AND 
ATMOSPHenC  ADMINISTRATION 
Foreign  lishing  observer     lund 

Appropriation  currently  available.  1994 
A()|ustments  to  tjase  and  built-in  changes 
Administration  &  Personnel  Reductions 
Program  Changes 
1995  APPROPRIATION: 


Detailed  Sumrrrarv 

Perm.  Pos         Amount  Perm.  Pos  Amount 

5  S550 

0  7 

(15) 

0  (142) 


400 


Comparison  of  Appropriation  by  Activity 


NATIONAL    OCEANIC   AND 

1994 

1995 

1995 

Increase/ 

ATMOSPHEHC  ADMINISTTIATION 

Currently  Available 

Base 

Estimate 

(Decrease) 

Damage  assessment   and  restoration 

Perm   Pos             Amount 

Perm   Pos         Amount 

Perm   Pos          Amount 

Perm   Pos           Amount 

levolvino   fund    (DAHRF) 

DIRECT  OBUGATIONS 

DARRF 

0                     S567 

0                       SO 

0                           SO 

0 

SO 

TOTAL   OBUGATIONS 


FINANCING: 

Unobligated  balance,  slan  ol  year 

0 

(13,183) 

0 

0 

0 

0 

0 

0 

Otlselling  collections 

0 

(10.292) 

0 

(1.500) 

0 

(1.500) 

0 

0 

TOTAL  BUDGET  AUTHORITY 


(22.908) 


(1.500) 


(1.500) 


TBANSFERS 

From  Interior 
ToORF 

TOTAL  APPROPRIATION: 


(6.B88) 
29.796 


(7.000) 
8.500 


(7.000) 
8.500 


x.»w»»»»>»: 


Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   OCEANIC    AND 
ATMOSPHEHC  ADMINISTRATION 

Damage  assessrpent  and  restoration 
fgvolvinq  fund 

Appropriation  currently  avaibble.  1994 
Adjustments  to  base  andbuiB-in  changes 


1995  Estimate 


Petailed 
Perm.  Pos         Amount 


Summary 
Perm   Pos  Amount 


SO 
0 


1995  APPROPRIATION 


92 
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Comparison  of  Appropriation  by  Activity 

J 

NATIONAL   OCEJ 

VNIC  AND 

1994                                                  1995                                                1995 

Increase/ 

ATMOSPHEBC  ADMINISTRATION 

Currently  Available                                     Base                                            Estimate 

(Decrease) 

Federal  ship    Rnaix^inq  hjnd. 

Perm   Po_s.           Amouni            Perm   Pos        Amount             Peim   Pos          Amni,int 

Perm 

Pos          Amount 

fishma  vessels 

DIRECT  OBUGATIONS 

Support  services 

SI. 694                                              SO 

SO 

0                              SO 

Disbursements  for 

oan  guarantee  clams 

12.377                                                0 

0 

0                                0 

TOTAL  DIRECT  OBUGATIONS: 

FINANCING: 

Par  Value 

Offsetting  collections  Irom 

Non- Federal  soutces 
Unobligated  balance,  start  of  year 

Subtotal,  financing 
AUTHORTTY  TO  BORROW: 


(5.600) 
(336) 


(9.071) 


NATIONAL   OCEANIC  AND 
ATMOSPHEFIC  ADMINISTRATION 

Geoslationarv  Operational 
Environmenlal  Salelfite 
continftency  fund 

DIRECT  OBUGATIONS 

GOES  contingency  fund 

TOTAL  OBLIGATIONS: 
FINANCING 

Unobligated  balance,  start  of  year 
Unobligated  balance,  end  of  year 

TOTAL  BUDGET  AUTHORITY 

TOTAL  APPROPRIATION 


Comparison  of  Appropriation  by  Activity 


1994 

Currently  Available 
rm-  Pos  Amount 


(75.016) 
75.016 


1995 
Base 


Perm   Pos.        Amouni 


(75.016) 
75.016 


1995 
Estimate 


Amount 


(75.016) 
75.016 


increase/ 
(Decrease) 


Amount 
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Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   OCEANIC   AND 

ATMOSPHEnC  ADMINISTRATION 

Geostationafv  Operational  Environmental 
Satellite   cootfnggnq^    fund 

Appropriation  currentfy  avarbble   1994 

Program  change 

1995  APPROPRIATION: 


1995  Estimate 


Detailed  Summary 

Perm   Pos         Amount  Perm   Pos.  Amount 


Comparison  of  Appropriation  by  Activity 


NATIONAL  OCEANIC  AND 

1994 

1995 

1995 

Increase/ 

ATMOSPHEnC  ADMIMSTHATION 

Currently  Avateble 

Base 

Estrmale 

(Decrease) 

Fleel  ModemizBticxi.    stvubuildina 

Perm   Pos             Amount 

Perm.  Pos,        Amount 

Perm   Pos          Amount 

Perm.  Pos          Amount 

and  convereion 

OIRECT  OBLIGATIONS 

Fleet  modernization 
TOTAL  0BUGAT10NS 

FINANCING: 

Unobligated  balance,  start  of  year 
Transfer  to  otfier  accounts 

TOTAL  APPROPRIATION: 


P3.202) 

0 


77.064 


(S54.024) 


(54,024) 


(54.024) 


Summary  of  Ctiangesfrom  1994  Appropriation 


NATIONAL  OCEANIC   AND 
ATMOSPHEnC  ADMINISTRATION 
Fled  Modcfnizalkyi.    stMDbuil<inQ 
and  conversion 

Appropriation  currentfy  avaibble.  1994 
Adjustments  to  base  and  buiR-in  changes 
Adminelration  &  Personnel  Reductiofs 
Program  change 

1995  APPROPRIATION 


1995  Estimate 


[Jetailed  Summan/ 

Perm   Pos        Amount  Perm   Pos  Amount 


(42) 
(54.000) 
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Comparison  of  Appropriation  by  Activity 

i 

NATIONAL    OCIANIC   AND 
ATMOSPHEdC  ADMINISTRATION 

1994                                                       1995                                                     iggb 
Cuffe^t^y  Avarlable                                     Etasc                                             Islimale 

Incfeasc 
(Detiease) 

Conslruclion 

Perm   Pos              Amount             Perm   Pos         Amount              Perm   Pos           Amount 

Perm   Pos           Amount 

DtHECT  OBUCATTONS 

Facililpes  mairilenange  construclron 
and  consolidation 

TOTAL  OBLIGA1TONS: 

FINANCING 

Unobligated  balance  start  of  year 
Transfer  to  ottier  accounts 

TOTAL  APPROPRIATION 


(15.402) 
0 


(573,506) 


(73.506) 


(73.506) 


Summary  of  Changes  from  1994  Appropriation 


NATIONAL    OCEANIC   AND 
ATMOSPHERIC  A0MINISTT1ATTON 
Construction 

Appropriation  currently  available,  1994 
Adjustments  to  tiase  ^d  built  -  in  changes 
AdmjnEtration  &  Personnel  Reductions 
Program  ctianges 

1995  APPflOPRIATTON 


Detailed 
Perm   Pos        Amount 


Summary 
Perm   Pos  Amount 


5109,703 

2.800 

(?) 

(76,304) 


5  36.197 


■■\'W>»WH*«K.-K 


Comparison  of  Appropriation  by  Activity 

1 

NATIONAL   OCEANIC   AND 

1994                                                       1995                                                     1995 

Increase 

ATMOSPHERIC  ADMINISTRATION 

Currently  Available                                     Base                                             Estimate 

(Decrease) 

Fbhina  vessel  obliqatian 

Perm   Pos              Amount             Perm,  Pos,        Amount             Perm   Pos           Amount 

Perm    Pos           Amount 

Guarantee   orooram 

DIRECT  OBUGATTONS 

AdmmBtrative  expenses 

SO                                              SO 

SO 

0                             SO 

Investments  and  loans 

459                                                    0 

0 

0                                0 

TOTAL  OBUGATTONS: 


FINANCING: 

Unobligated  balarKe,  start  of  year 
TOTAL  APPROPRIATION: 
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Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   OCEANIC   AND 
ATMOSPHEWC  ADMINISTRATION 

Fishing  vessel  obligalK>n 
guarantee   program 

Approprpalion  currentV  available.  1994 
Adjustments  to  base  and  built  -  in  changes 
Program  change 
1995  APPROPRIATION 


1995  Estimate 


Detailed 
Perm   Pos         Amount 


Summary 
Perm   Pos  Amount 

0  S459 

0 

(459) 


■^K*M«^■^»w->w■^^^W■W^««»»«F«*^»^^x■ 


Comparison  of  Appropriation  by  Activity 

J 

NATIONAL    OCEi 
ATMOSPHERIC 

^NIC   AND 
AOMINISTTtATION 

1994                                                   1995                                                 1995 
Currently  AvaJable                                  Base                                         Eslimale 

Increase/ 
(Decrease) 

AiiiiaH   Procuremert 
DIRECT  0BUGAT10NS 

Aircfaft  Procufemeni 

Petm   Pos             Amounl            Perm   Pos         AmounI             Perm   Pos          AmounI 
0              S43.000                     0                       SO                     0 

SO 

Petm 

Pos           AmounI 
0                             SO 

TOTAL  0BUGAT10NS: 

FINANCING: 

Unobligated  balance,  start  of  year 

TOTAL  APPROPRIATION: 


Summary  of  Changes  from  1 994  Appropriation 


2 


NATIONAL  OCEANIC   AND 
ATMOSPHERIC  ADMINISTRATION 

AiiciaH  Procuremenl 

Appropriation  currently  available.  1994 
Adiustments  to  tiase  and  buil-in  changes 
Program  change 

1995  APPROPRIATION 


1995  Estimate 


Detailed 
Perm  Pos.        Amount 


Summary 
Perm   Pos  Amount 


S43.000 

(43.000) 

0 
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PATENT  AND  TRADEMARK  OFFICE 


The  Patent  and  Trademark  Office  (PTO)  is  charged  with  administering  the  patent  and  trademark 
laws  of  the  United  States.  PTO  examines  patent  applications,  grants  patent  protection  to  qualified 
inventions  and  disseminates  technological  information  disclosed  in  patents.  PTO  also  examines 
trademark  applications  and  provides  Federal  registration  to  owners  of  qualified  trademarks.  In 
FY  1995,  the  Administration  proposes  that  PTO  be  entirely  funded  through  user  fees. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


FEDERALFUNDS: 

Appropriation; 

Salaries  and  expenses 

Funding  Level 
Fee  Collections 

TOTAL  APPROPRIATION 

GENERAL  FUND: 
SPECIAL  FUND: 

OFFSETTING  RECEIPTS; 

PERMANENTPOSITIONS 

Appropriation: 

Salaries  and  expenses 


1993 


5,291 


1994 


1995 
Estimate 


Increase 
(Decrease) 


$486,036 

$504,021 

$571,439 

$67,418 

(399,364) 

(415,692) 

(571 

,439) 

(155,747) 

86,672 

88,329 

0 

(88,329)* 

0 

0 

0 

0 

86,672 

88,329 

0 

(88,329)* 

99,000 

103,000 

0 

(103,000)* 

5,314 


5,385 


71 


*  Reflects  technical  proposal  of  crediting  all  user  fees  directly  to  PTO  and  does  not  reduce 
program  level. 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Amount  Positions  Amount 

Patent  process  3, 124  $328,022  76  S19,308 

An  increase  is  requested  for  Automated  Patent  System  (APS)  initiatives  which  include  the  Patent 
Application  Management  system  to  automate  the  patent  application  process,  the  Classified  Search 
and  Image  Retrieval  system  to  continue  to  automate  examiner  search  processes,  and  the 
automated  Management  and  Administrative  Systems  to  support  core  automated  systems  germane 
to  patent  examination  (0  pos.;  +$15,369).   An  increase  is  requested  for  additional  professional 
staff  to  handle  the  anticipated  increase  in  patent  applications  from  179,000  cases  in  1994  to 
185,000  in  1995  and  to  maintain  patent  pendency  at  18.9  months  (  +  147  pos.;  +$5,150).   An 
increase  of  funds  is  requested  to  contract  out  a  portion  of  the  patent  examination  technical  support 
services  and  to  expand  overtime  to  achieve  production  and  pendency  goals  (-5  pos.;  +$1 ,674) 
An  increase  is  requested  for  the  enhancement  of  the  quality  promotion  programs  supportive  of 
patent  examination  practices  (  +  11  pos.;  +$1,220).   A  decrease  is  requested  for  administrative 
savings  and  FTE  reductions  (-77  pos.;  -$4,105). 

Trademark  process  492  38,738  30  1,324 

In  1995,  PTO  will  fully  fund  current  professional  and  clerical  staff  to  meet  the  increase  in  trademark 
applications  from  148,000  in  1994  to  157,000  in  1995   (  +  23  pos;  +$956).   An  increase  is  needed  to 
process  the  growing  number  of  trademark  appeal  cases  (  +  7  pos.;  +$290).  Additional  resources 
are  required  to  print  certificates  of  registration  and  cases  published  for  opposition  (0  pos.;  +$93). 
Pendency  goals  will  be  maintained  at  3.0  months  to  first  action  and  13.8  months  to 
registration/abandonment.  A  decrease  is  requested  for  administrative  savings  (0  pos.;  -$15). 


Informationdissemination  1,129  80,612  28  11,316 

Resources  are  requested  for  the  pre -examination  processing  of  growing  trademark  applications 
(+1  pos.;  +$445),  the  administrative  review  of  applications  filed  under  the  Patent  Cooperation 
Treaty  (  +  23  pos.;  +$1,127),  and  to  meet  the  overall  increases  in  demand  for  PTO  services  from 
the  public  (  +  5  pos.;  +$326).   A  reduction  is  requested  to  realize  savings  from  the  automation  of 
the  assignment  recordation  function  (-12  pos.;  -$596).   Additional  resources  are  requested 
for  an  anticipated  increase  in  the  volume  of  certificates  of  correction,  offset  by  a  reduced  demand 
for  patent  copies  sold  to  the  public  (  +  4  pos.;  -$531).   In  order  to  improve  the  integrity  of  patent 
search  files,  additional  tools  and  data  bases  for  such  areas  as  biotechnology  will  be  added 
(+7  pos.;  +$2,419).   Finally,  funds  will  provide  Connectivity  to  the  High  Speed  Computing  and 
Communication  Technology  network  for  public  access  to  PTO  technology  information  and  search 
services  (0  pos.;  +$8,186).   A  decrease  is  requested  for  administrative  savings  (0  pos.;  -$60). 
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Executive  direction 


506 


90,616 


1,703 


Funds  are  requested  to  improve  support  to  all  automated  administrative  and  office  automation 
systems  throughout  PTO  (0  pos.;  +$1,030).  An  increase  is  requested  to  lease  additional  space  for 
expanded  PTO  operations  (0  pos.;  +$689).  A  decrease  is  requested  for  administrative  savings 
{Opos.;  -$16). 


Offsetting  collections 


$571,439 


$33,651 


Offsetting  receipts  o  o 

In  FY  1994,  the  trademark  application  fee  was  increased  to  $245.00  in  order  to  provide  adequate 
resources  to  address  increasing  trademark  workloads.  Increases  in  FY  1994  patent  fees  were  not 
required.  It  is  estimated  that  PTO  will  collect  $571 ,439  thousand  in  offsetting  fee  collections.  The 
Administration  is  proposing  to  credit  all  offsetting  receipts  directly  to  PTO. 


w»M»s»^^^v■^v,«^XM■i:-::i^;iiii:; 


Comparison  of  Appropriation    by   Activity 


PATENT  AND  TRADEMARK  OFFICE 
Sabries  and  expenses 

OBUGATIONS: 

Patent  process 
Trademark  process 
Intormation  dissemination 
Executive  direction 

TOTAL  OBUGATIONS: 


1994 

1995 

1995 

Increase/ 

Currently 

Available 

1 

Base 

Estimate 

(Decrease) 

Perm  Pos 

Amounl 

Perm   Pos 

Amounl 

Perr 

n   Pos 

Amount 

Perm   Pos 

Amounl 

3.151 

5319,708 

3,124 

S328.022 

3,200 

534  7,330 

76 

519.308 

506 

42.551 

492 

38.738 

522 

40.062 

30 

1,324 

1,142 

75,583 

1.129 

80,612 

1,157 

91 .928 

28 

11,316 

515 

97.761 

506 

_?0j616^ 

506 

92.319 

0^ 

1,703 

FINANCING: 


OHsetting  collections  from 


Non  -  Federal  sources  (Fees) 

(415,6921 

Federal  funds 

(200) 

Unobligated  balance,  start  of  year 

(31,382) 

Subtotal,  financing 

0 

(447,274) 

TOTAL  BUDGET  AUTHORmT: 

5,314 

88.329 

TOTAL  APPROPRIATION; 

5.314 

88.329 

General  Fund 

0 

SpeCBl  Fund 

88,329 

(571.439) 

(200) 

0 

0 

(571,639) 

5,385 

0 

5.385 

0 

0 

0 
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Summary  of  Changes  from  1 994  Appropriation 


PATENT  ANOTRADEMAHK  OFHCE 
Salaries  and    expenses 

APPROPRIATIONS: 

General  Fund 
Special  Fund 
Fee  Collections.  1994 
Subtotal 

ADJUSTMFMTS  TO    BASE: 
ADJUSTMEMTS: 

Restoiation  o(  FY  1994  reductions  S14.671 

Transfer  to  WCF  (1)                          0 

FTE  Realignment  (132) 0 


Del 

Vj9b 

fistimale 

ailed 

Summarv 

Perm 

Pos 

Amount 

Perm  Pos 

Amount 

SO 

88.329 

415.692 

5.314 

S504.021 

Subtotal,  adjustments  (133) 

OTHER  CHANGES: 
Additional  amoun!  in  FY  1995  to  provide  full-yearcost  o(  1994  increases 

1994  Locality  pay  raise 

1995  Pay  Raise 
Within-Grade  step  increases 
Change  in  Compensable  Days 
Civil  Service  Retirement  System  (CSRS) 
Federal  Employees  Retirement  System  (FERS) 
Thrift  Savings  Plan  (TSP) 
Federal  Insurance  Contrbutions  Act  (FICA) 
Health  insurance 
Employee  Compensation  Fund 
Rent  payments  to  GSA 
Communications.  Utilities.  Misc 
Printing  and  reproduction 
Other  Services 
Working  Capital  Fund 
CFO  Act  Audrl  Costs 
Supplies  and  materials 
Equrpment 

Subtotal,  other  changes 

TOTAL.  ADJUSTMEhTTS  TO    BASE 

1995  base 

Administralive  Savings 
FTE  Reductions 
Program  changes 

TOTAL  REQUIREMENTS 

FEE  COLLECTIONS.     1995 

1995  BUDGET  AUTHORITY  5.385 


100 


2.976 

9.160 

3.134 

3.178 

(1.092) 

(479) 

882 

137 

412 

1.047 

(341) 

5 

(1.094) 

155 

390 

461 

132 

32 

70 

19.096 

(63) 

33.767 

5.251 

537.788 

0 

(286) 

(77) 

(3.910) 

211 

37.847 

5.385 

571.439 
(571.439) 

Ill 


TECHNOLOGY  ADMINISTRATION 


] 


Established  by  Congress  in  1988,  the  Technology  Administration  (TA)  consists  of  the  Office  of  the 
Under  Secretary  which  provides  executive  direction  and  leadership  for  TA's  three  component 
parts:  the  Office  of  Technology  Policy  (OTP),  the  National  Institute  of  Standards  and  Technology 
(NIST),  and  the  National  Technical  Information  Service  (NTIS).  TA  serves  as  the  premier 
technology  agency  working  with  U.S.  industry  to  address  U.S.  competitiveness  issues  and 
exercise  leadership  in  civilian  technology  both  within  the  Department  of  Commerce  and 
government- wide. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 

1994 

1995 

Estimate 

Increase 
(Decrease) 

FEDERALFUNDS: 

Appropriation: 

Office  of  the  Under  Secretary/ 
Office  of  Technology  Policy 

$4,450 

$5,700 

$11,262 

$5,562 

NTIS  Revolving  Fund 

8,000 

0 

18,000 

18,000 

National  Institute  of  Standards 

and  Technology 

384,007 

520,210 

935,000 

414,790 

TOTAL  APPROPRIATION 

396,457 

525,910 

964,262 

438,352 

Transfers  Pursuant  to  P.L.  102-395: 

Office  of  the  Under  Secretary/ 
Office  of  Technology  Policy 

NTIS  Revolving  Fund 

National  Institute  of  Standards 
and  Technology 

TOTAL  BUDGET  AUTHORITY         393,193  525,910  964,262 

101 


186 

0 

0 

0 

(200) 

0 

0 

0 

(3,250) 

0 

0 

0 

438,352 
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PERMANENT  POSITIONS 


1995 

Increase 

Appropriation: 

1993 

1994 

Estimate 

(Decrease) 

Office  of  the  Under  Secretary/ 

43 

43 

63 

20 

Office  of  Technology  Policy 

NTIS  Revolving  Fund 

0 

0 

0 

0 

National  Institute  of  Standards 

and  Technology 

2,936 

3,109 

3,265 

156 

TOTAL  2,979  3,152  3,328  176 
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TECHNOLOGY  ADMINISTRATION 

Office  of  the  Under  Secretary/ 

Office  of  Technology  Policy 


TA  IS  headed  by  the  Under  Secretary  for  Technology  who  serves  as  a  principal  advisor  to  the 
Secretary  and  as  the  Department's  spokesperson  for  civilian  industrial  technology.  TA  led  the 
development  of  "Commerce  ACTS:  Advanced  Civilian  Technology  Strategy,"  which  describes  the 
Department's  role  in,  and  strategy  for,  its  partnership  with  U.S.  industry  to  promote  globally 
competitive  U.S.  firms.   The  Office  of  Technology  Policy  is  the  policy  arm  of  TA,  focusing  on 
programs  designed  to  improve  the  competitiveness  of  U.S.  industry,  such  as:  the  National  Medal 
of  Technology,  the  Japan  Technology  Program,  Manufacturing  Technology  Fellowships,  and 
continued  work  through  the  interagency  process  to  streamline  Federal  Technology  Management 
systems. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1995 

Increase 

1993 

1994 

Estimate 

(Decrease) 

FEDERALFUNDS: 

Appropriation: 

Salaries  and  expenses 

$4,450 

$5,700 

$11,262 

$5,562 

TOTAL  APPROPRIATION 

Transfer  Pursuant  to  P.L  102-395: 
Salaries  and  expenses 


4.450 


186 


5,700 


1 1 .262 


5,562 


TOTAL  BUDGET  AUTHORITY 

4,636 

5,700 

1 1 ,262 

5,562 

PERMANENT  POSITIONS 

Appropriation: 

Salaries  and  expenses 

43 

43 

63 

20 

TOTAL  APPROPRIATION 

43 

43 

63 

20 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 


lncrease/(Decrease) 


Permanent 
Positions 


Amount 


Permanent 
Positions 


Amount 


48 


$5,810 


15 


$5,452 


Office  of  the  Under  Secretary/ 
Office  of  Technology  Policy 

increased  funding  will  be  used:  to  support  a  strategic  assessment  of  the  U.S.  manufacturing  base, 
a  Partnership  for  the  New  Generation  of  Vehicles  (PNGV  -  -  the  President's  "Clean  Car"  Initiative), 
and  the  interagency  Council  on  Industrial  Technology  (CIT)  (+5  pos,  +$1,692);  to  establish 
competitive  benchmarks  and  strategic  plans  for  certain  industrial  sectors  (  +  5  pos.,  +$1 .873); 
and  to  support  greater  access  to  and  use  of  foreign  science  and  technology  (+5  pos.,  +$1,975). 
FTE  and  adminstrative  savings  will  result  in  a  decrease  (0  pos.,  -$88). 


;->:.i:-»«c«'KW':-' : 


Comparison  of  Appropriation  by  Activity 


Office  o(  the  Under  Secrelaiy/ 
Office  of  Tedinology  Policy 

Salaries  and   expenses 

piBt=CT  ORI IGATIONS: 

Under  Secrelaiy/OHce  ol  Technologv  Polcy 

TOTAL  DIRECT  OBUGATIONS: 
REIMBURSABLE  OBUGATIONS: 
TOTAL  OBUGATIONS: 


1994 
Currenlty  Available  „ 


Perm   Pos         Amount 


1995 
Base 


Perm.  Pos.        Amount 


43 

S5,700 

43 

5,700 

0 

559 

48 
0 


S5.810 


5,810 
559 


1995 

Estimate 

Perm 

Pos         Amount 

63 

S  11.262 

63 

11.262 

0 

559 

Increase' 

(Decrease) 

Perm. 

Pos. 

Amount 

15 

S5.452 

15 

5.452 

0 

0 

6,369 


FINANCING: 

Ottsetting  collections  from 
Federal  funds 

0 

(559) 

Subtotal,  financing 

0 

(559) 

TOTAL  BUDGET  AUTHORITY: 
TOTAL  APPROPRIATION: 

43 

43 

5.700 
5.700 

(559) 


(559) 
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Summary  of  Changes  from  1 994  Appropriation 


Office  ol  the  Under  Secretary/ 

OflSce  ol  Techrwilogy  Pdicy 
Salanes  and    expenses 

Appropriation  currently  available.  1994 

ADJUSTTKEWTS  TO    BASE: 

OTHER  CHANGES: 

Stay-in-school 

Less  one  compensable  day 

Locally  pay 

1995  Pay  Raise 

Wrthm- grade  step  increases 

Civil  Service  Retirement  System  (CSRS) 

Federal  Employees  Retirement  System  (FEHS) 

Thrift  Savings  Plan 

Federal  Insurance  Contributions  Act  (FICA)  -  OASDt 

Health  insurance  premium 

Travel  and  Transportation 

Rent  payments  to  GSA 

Rent  payments  to  others 

Pfintng  and  reproduction 

Working  Capital  Fund 

Supplies  and  matenals 

Equipment 

Subtotal,  other  changes 

TOTAL.  ADJUSTIIEMTSTO    BASE 

199S  base 

Adminstrative  Savngs 
FTE  Savings 
Program  changes 

TOTAL  REQUIHEMENTS 
1995  APPROPRIATION 


1995  Estimate 


Detailed 
Perm   Po$.        Amount 


^MfPfTflfV 
Perm   Pos         Amount 

43  S5.700 


(S11) 
94 
40 
16 
13 
(23) 
(4) 
(1) 
17 

3 

(51) 

(1) 

2 
12 

2 

2 


5 

110 

48 

5,810 

0 

(15) 

0 

(73) 

15 

5,540 
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TECHNOLOGY  ADMINISTRATION 
National  Technical  Information  Service 


The  National  Technical  Information  Service  (NTIS)  collects  scientific,  technical,  engineering  and 
other  business- related  information  from  Federal  and  international  sources  and  disseminates  it  to 
American  business  and  the  industrial  research  community.  NTIS  is  largely  a  self-supporting 
agency,  with  routine  operating  costs  paid  out  of  revenues  earned  from  the  sale  of  information 
products  and  services. 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 


FEDERAL  FUNDS: 

Appropriation: 

NTIS  Revolving  Fund  $8,000 

TOTAL  APPROPRIATION  8,000 

Transfer  Pursuant  to  P.L.  102-395: 

NTIS  Revolving  Fund  (200) 

TOTAL  BUDGET  AUTHORITY  7,800 

PERMANENT  POSITIONS 


Appropriation: 

NTIS  Revolving  Fund 

TOTAL  APPROPRIATION 


1994 


$0 


_0_ 
0 


1995 
Estimate 


$18,000 
18,000 

0_ 

18,000 


_0_ 
0 


Increase 
(Decrease) 


$18,000 
18,000 


1 8,000 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


NTIS  Revolving  Fund 


Base 
Permanent 
Positions 

0 


Increase/fPecreasfi) 
Permanent 
Amount  Positions  Amount 

$0  0  $18,000 


This  one-time  initiative  will  facilitate  implementation  of  the  American  Technology  Preeminence 
Act  of  1992  (P.L  102-245).   Commerce  will  facilitate  public  access  through  depository  libraries 
assist  agencies  in  complying  with  the  requirement  for  the  timely  transfer  of  Federally  produced  or 
financed  technical  information,  and  improve  NTIS'  Information  management  and  dissemination 
capabilities. 


Technology  Admimstr&tion 
NTIS  Hevolvino    Fund 
BBECT  OBUGATIONS 
TOTAL  DIRECT  OBUGATIONS: 
RBMBURSABLE  OBUGATIONS; 
TOTAL  OBLIGATIONS: 
FINANCING 
Unobligaled  balance  start  of  year 
Unobligated  balance,  end  of  year 
Offsetting  collections  from 

Federal  funds 

Non- Federal  funds 
Subtotal,  financing 

TOTAL  BUDGET  AUTHORITY: 

TOTAL  APPROPRIATION: 


Comparison  of  Appropriation  by  Activity 


1994 
Currently  Available 


1995 
Base 


1995 
Estimate 


Increase/ 
(Decrease) 


EamL-fifii      AmeMm  Pg'm.  Pes,       Amaym  Pwm.  Pq^,       Amount  Perm.  Pos        Amount 


0 

458 


SO 
68.000 


68,000 


(1.975) 

1.975 

(128) 

(19,040) 

(330) 

(48.960) 

(458) 

(68.000) 

0 

0 

0 
458 


SO 
68,000 


0 
458 


68,000 


SI  8.000 
70.000 


88.000 


(1.975) 

1.975 

(128) 

(19.600) 

(330) 

(50.400) 

(458) 

(70,000) 

0 

18.000 

0  S18.000 

_0 S2,000 

0  20,000 
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Summary  of  Changes  from  1 994  Appropriation 


1995  Estimate 


TECHNOLOGY  A  DMI  NT  ST  RATI  ON 
NT1S  Revolvinq    Fund 

Appropriation  currently  available,  1994 
AnjUSTMEMTSTO    BASE: 

TOTAL,  ADJUSTMENTS  TO    BASE 

1995  base 
Program  changes 

TOTAL  REQUIREMENTS 

1995  APPROPRIATION 


pelailed 
Perm   Pes,        Amount 


Summary 
Perm   Pes         Amount 

0  SO 


0  0 

0  0 

0  18.000 


0  18.000 

0  18.000 


««M«Wu««v;:v»:-:«"'"W'':<'»'"«*^' 


■!:ww.«»»>i^w<'.«»K-Xv«>»:«'.«W-MM»MW>»: 


Techndogv  AdmmistTalton 
Ininrmalinn  Prochicls     and  Services 

niRFCT  OBI  IGATIONS: 

TOTAL  DIRECT  OBLIGATIONS 

FINANCINC: 


Comparison  of  Appropriation  by  Activity, 


1994 

Currently  Available 
Perm   Pos.        Amount 


Perm.  Pos.        Amount 


1995 
Estimate 
Perm-  Pos.        Amount 


Unobligated  balance,  start  ol  year 

0 

(2) 

0 

(2) 

TOTAL  BUDGET  AUTHORITY: 

0 

0 

TOTAL  APPROPRIATION: 

0 

0 

0 0 

0  0 

0  0 


^ 


Increase/ 
(Decrease) 
Perm.  Pos        Amount 
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TECHNOLOGY  ADMINISTRATION 

NATIONAL  INSTITUTE  OF  STANDARDS 

AND  TECHNOLOGY 


The  National  Institute  of  Standards  and  Technology  (NIST)  promotes  U.S.  economic  qrowth 
by  working  with  industry  to  develop  and  apply  technology,  measurements  anS  standards 
It  carries  out  this  mission  through  four  major  programs:  the  Advanced  Techndoqy  Prooram 
providing  cost-Shared  grants  to  industry  for  development  of  high -risk  techno  ogLS 
signi  leant  commercial  potential;  a  grassroots  Manufacturing  Extension  ?artne°shThe  lo 
small-  and  medium-sized  companies  adopt  new  technologies;  a  strong  SboratSveffotolann.d 
and  implemented  in  cooperation  with  industry  and  focused  on  measurements  stanLrH.    o  f  h 

with  the  Malcolm  Baldrige  National  Quality  Award.  «"^  Program,  associated 


APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 


FEDERAL FUNDS: 

Appropriation: 

Scientific  and  technical 
research  and  services 

Industrial  technology  services 

Construction  of  research 
facilities 

TOTAL  APPROPRIATION 

Working  capital  fund 

Transfer  Pursuant  to  PL.  102-395: 

Construction  of  research 
facilities 

TOTAL  BUDGET  AUTHORITY 


1994 


1995 

Estimate 


Increase 
(Decrease) 


$192,940 

$226,000 

$316,040 

$90,040 

86,067 

232,524 

518,960 

286,436 

105,000 

61,686 

100,000 

38,314 

384.007 

520,210 

935,000 

414,790 

[876] 

[3,870] 

[14,735] 

[10,865] 

(3,250) 


380,757 


520.210 


935,000 


414,790 
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PERMANENT  POSITIONS 


ADDroprlation: 

1993 

1994 

1995 

Estimate 

Increase 
(Decrease) 

Scientific  and  technical 
research  and  sen/ices 

1,616 

1,864 

2,000 

136 

Industrial  technology  services 

122 

209 

240 

31 

Construction  of  research 
facilities 

2 

5 

10 

5 

Working  Capital  Fund 

1,196 
2,936 

1,031 

1,015 
3,265 

(16) 

TOTAL 

3,109 

156 

HIGHLIGHTS  OF  PROGRAM  CHANGES 


Base 


lncrease/(Decrease) 


Permanent 
Positions 


Amount 


Permanent 
Positions 


Amount 


\ 


Scientific  and  technical 
research  and  services 

Electronicsand  electrical 
engineering  265  $30,353 

Administrative  and  FTE  savings  will  result  in  a  decrease  (-5  pos.;  -$350). 


(5) 


($350) 


Manufacturing  engineering 


139 


14,427 


19 


17,848 


A  requested  increase  (  +  21  pos.;  +$18,000)  will  focus  on  precision  manufacturing,  assembly,  and 
inspection-  integrated  tools  for  product  and  process  engineering  and  enterprise  design;  and 
advanced  manufacturing  technology  infrastructure.  Administrative  and  FTE  savings  will  result  in  a 
decrease  (-2  pos.;  -$152). 
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Chemical  science  and  '-'" 

technology  210  $23,871  10  $8,938 

An  increase  (+7  pos.;  +$4,250)  is  requested  to  develop  biotechnology  modeling  and  the 
measurements  needed  by  U.S.  industry  to  accelerate  commercialization  of  bioproducts  through 
improved  product  design,  process  optimization,  and  quality  assurance  for  novel  food  products, 
environmental  applications,  human  therapeutics,  and  sensor  technology.  An  increase  (+7  pos.; 
+  $4,950)  is  requested  for  environmental  technologies.  Through  cooperative  research  agreements 
with  industry  and  other  Federal  agencies  reference  materials  and  databases,  and  the  associated 
advanced  measurement  technologies  will  be  developed  and  implemented  through  transfer  to  the 
private  sector  for  use  in  reducing  pollution  and  preserving  critical  resources.  Administrative  and 
FTE  savings  will  result  in  a  decrease  (-4  pos.;  -$262). 


Physics  212  27,828  (4)  (306) 

Administrative  and  FTE  savings  will  result  in  a  decrease  (-4  pos.;  -$306). 


Materials  science  and 
engineering  320  45,313  23  16,406 

With  the  requested  increase  (+29  pos.;  +$16,800),  NIST  will  emphasize  technical  issues  related  to 
design,  synthesis,  processing,  performance,  and  measurement  science  of  important  materials.  A 
unifying  aim  is  to  acquire  the  knowledge  and  tools  needed  for  intelligent  manufacturing  methods 
with  real-time  automated  controls.  Administrative  and  FTE  savings  will  result  in  a  decrease 
(-6  pos.;  -$394). 


Building  and  fire  • 

research  104  13,400  (2)  (155) 

Administrative  and  FTE  savings  will  result  in  a  decrease  (-2  pos.;  -$155). 
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Computer  systems  258  $30,348  80  $38,ii5 

NIST  requests  an  increase  (  +  83  pos.;  +$38,304)  to  accelerate  the  development  and  deployment 
of  hiqh  pertormance  computing  and  networking  technologies  required  for  the  National  Information 
Infrastructure  that  will  be  the  broad  foundation  for  many  new  applications  in  education,  libraries, 
manufacturing  and  health  care  and  to  apply  and  test  these  technologies  in  a  manufacturing 
environment    Specifically,  NIST  will  expand  and  integrate  programs  in  computer  performance 
measurement  communications  protocols,  advanced  software,  electronics,  opto- electronics, 
magnetic  storage  and  advanced  manufacturing  application  R&D,  and  the  development  of  the 
National  Research  and  Education  Network  (NREN).  Administrative  and  FTE  savings  will  result  in  a 
decrease  (-3  pos.;  -$189). 


Applied  mathematics 
andscientificcomputing  71  7,367  (i)  (96) 

Administrative  and  FTE  savings  will  result  in  a  decrease  (-1  pos.;  -$96). 


Technology  assistance  94  io,087  12  4.580 

NIST  requests  an  increase  (  +  14  pos.;  +$4,700)  for  the  International  Trade,  Standardization  and 
Measurement  Services  program.  NIST  will  work  closely  with  the  members  of  the  U.S.  and  Foreign 
Commercial  Service,  the  U.S.  Science  Counselors,  U.S.  Business  Councils,  U.S.  Chambers  of 
Commerce  and  organizations  of  the  host  governments  in  key  foreign  posts  to  influence  the 
adoption  of  U  S  technology  into  the  measurement  systems  of  our  trading  partners  and  into  the 
international  standards  process.  Administrative  and  FTE  savings  will  result  in  a  decrease 
(-2  pos.;  -$120). 


Research  support 

activities  186  27,340  9  726 

NIST  requests  an  increase  (  +  12  pos.;  +$1,000)  to  increase  the  number  of  National  Research 
Council  (NRC)  Postdoctoral  Associateships  to  parallel  increases  in  the  NIST  intramural  programs. 
This  program  provides  a  select  group  of  young  scientists  and  engineers  an  opportunity  to  pursue 
state-of-the-art  research  related  to  NIST's  industry- oriented  mission  and  provides  NIST  an 
effective  method  for  identifying  and  retaining  high  quality  scientists  and  engineers.  Administrative 
and  FTE  savings  will  result  in  a  decrease  (-3  pos.;  -$274). 
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Industrial  Technology  Services 

Advanced  technology  program  151  $20039  (3)  $250,611 

NIST  requests  $250.8  million  to  expand  its  cost-shared  partnerships  that  are  critical  to  long-term 
U.S.  economic  growth  and  industrial  productivity.  This  increase  would  support  the  outyears  for  all 
active  multi-year  projects  and  initiate  approximately  200  new  projects  selected  on  the  basis  of  a 
rigorous  competition  that  considers  both  the  technical  and  business  merits  of  the  proposals 
Individual  companies  and  consortia  would  be  funded  in  both  general  and  in  "program" 
competitions  focusing  on  a  set  of  business  and  technology  goals,  (0  pos.;  +$250  800) 
Administrative  (0  pos.;  -$120)  and  FTE  savings  are  anticipated  (-3  pos.;  -$189) 


Technology  transfer 
and  outreach  58  33,295  34  34,665 

Increased  funding  (+21  pos.;  +$30,665)  would  accelerate  the  growth  begun  in  FY  1994  in  the 
Manufacturing  Extension  Partnership  and  is  essential  to  achieve  the  Administration's  goal  of 
having  NIST  establish  a  nationwide  network  of  over  100  manufacturing  extension  centers  by  1997 
NIST  requests  an  increase  (+13  pos.;  +$4,000)  to  expand  the  Baldrige  Award  eligibility  categories 
to  include  education  and  health  care. 


Constructionof  Research  Facilities 


Constructionand  major 
renovations  10  67,078  0  32,922 

An  increase  (0  pos.;  +$32,922)  will  restore  a  reduction  which  took  place  in  FY  1994  and  allow 
construction  to  continue  on  schedule. 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  INSTrrUTEOF    STANDARDS 
AND  TECHNOLOGY  -     STBS 


1994 

Currently  Avaiable 


1995 
Base 


1995 
Eslimale 


Increase/ 
(Decrease) 


Meuutemeni   and  enaneerina 

lesinrchand    standards: 

Perrri,  Pos 

Arriounl 

P?rm,  Pos, 

Amount 

Perm  Pos 

Amount 

Per,n.  P05 

Amount 

DIBKT  OBWATIOHS; 

Electronics  &  electrical  engineering 

265 

$29,829 

265 

S30.392 

260 

S30.042 

(5) 

5350) 

Manutactunng  engineenng 

139 

13.431 

139 

14.230 

158 

29.538 

19 

15.308 

Chemcat  science  &  technology 

210 

22.372 

210 

23.925 

220 

30.008 

10 

6.083 

Physics 

212 

27.179 

212 

27.968 

208 

27.662 

(4) 

(306) 

Materials  science  &  engineering 

320 

44.993 

320 

45.450 

343 

60.246 

23 

14.796 

Building  &  (ire  research 

104 

13,232 

104 

13,467 

102 

13.312 

12) 

(155) 

Computer  systems 

258 

27.966 

258 

30.216 

338 

63.176 

80 

32,960 

Applied  mathematics  &  scientific  computing 

71 

7.140 

71 

7,403 

70 

7.307 

(1) 

(96) 

Technology  assistance 

94 

11.111 

94 

10,132 

106 

14,522 

12 

4,390 

Research  suppon  activrties 

191 

36.604 

186 

27.476 

195 

28.202 

9 

726 

TOTAL  OBLIGATIONS 

FINANCING: 

Unobligated  balance,  start  of  year 
Pnor-year  recovenes 
Subtotal.  Imancing 

TOTAL  BUDGET  Al/THOWTY 

TRANSFERS: 

To  Working  capital  fund 

TOTAL  APPnOPBIATION 


(10.437) 


(10.437) 


(1.000) 


(1.000) 


2.000  316.040 


73.356 
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Summary  of  Changes  from  1 994  Appropriation 


NATIONAL   CNSTrrUTEOF    STANDARDS 
AND  TECHNOLOGY  -     STBS 

Measurement   and  en  jncftfipg 
research  and    slandarcfc 

Appropriatioa  1994 

ADJUSTMENTS  TO    BASF 


DeBiled 
Perm.  Pos        Amount 


Summary 
Perm   Pos        Amount 
'  ,864  S226.0( 


TRANSFERS  AND  FIW^I^qMR; 

To  GA  Working  Capital  Fund 
ToCHF 

Subtotal,  transfers 

OTHER  CHANGFS 

Less  one  compensable  day 

Locality  pay 

1995  pay  raise 

Wrthm-grade  step  increases 

Civil  Servce  Retirement  System  (CSRS) 

Federal  Employees'  Retirement  System  (FERS) 

Thnft  savings  plan 

Federal  Insurance  Contributions  Act  (FICA)  -  OASDI 

Healtti  insurance  premium 

Employees'  Compensation  Fi^d 

Travel  and  transportation 

Rental  payments  to  ottiers 

Communications,  utilities,  and  miscellaneous  ctiarges 

PrintFig  and  reproduction 

Ottier  services 

Supplies  and  materials 

Equpment 

Subtotal,  ottier  ctianges 

TOTAL.  ADJUSTMENTS  TO    BASE 

1995  base 

AdminBtrative  savings 

FTE  savings 

Program  ctianges 

Transfer  to  Worthing  Capital  Fund 

TOTAL  REOUirEMENTS 

Oeobligations 

TOTAL  BUDGET  AUTHORITy 

Working  Capital  Fund  transfer 
1995  APPROPRIATION 


(1) 
(5) 


SO 
(5. 153) 


(448) 

4.432 

1.417 

1.(X)3 

(124) 

228 

35 

68 

474 

(74) 

132 

Z 

358 

IS 

2,180 

292 

497 


(5) 


e.153) 


5.334 


t  .859  231 .334 

0  (291) 

P2)  (2.007) 

173  88.004 

(13.025) 

2.000  304.015 

(1.000) 

2.0OO  303.015 


13.025 
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Comparison  of  Appropriation  by  Activity 


NATIONAL   INSTrrUTE  OF    STANDARDS 

AND  TECHNOLOGY  -     ITS 
Eximmural  Proffams 

DIRECT  OBUGATTONS: 

Advanced  Technology  Program 
Technology  Iianster 
and  outreach 

TOTAL  DIRECT  OBUGATTONS: 


1994 

1995 

1995 

Increase/ 

Currently  Available 

Base 

Estimate 

(Decrease) 

Perm.  Pos.        Amount 

Perm,  P95        Amount 

Perm   Pos        Amount 

Perm   Pos         Amount 

151              5247,551 

151             S200.389 

148             S449.600 

(3)           S249,411 

58                39.831 

58                33,235 

92                  67,450 

34                34.215 

FINANCING; 

Unobligated  balance,  start  ol  year 

0 

(56.158) 

Subtotal,  financing 

0 

(56.158) 

TOTAL  BUDGET  AUTHORITY 

209 

231.234 

TTWNSFEHS: 
To  Worlang  Capital    Fund 

TOTAL  APPROPRIATION 


0 

240 


0 
517.250 


116 


127 


Summary  of  Changes  from  1994  Appropriation 


NATIONAL   rNSTTTUTEOF    STANDARDS 

AND  TECHNOLOGY  -     ITS 
EMl«mural  Proaams 

Appropnation.  1994 
ADJUSTIIEWTS  TO    BASE: 

OTHER  CHANGES: 

Less  one  compensable  day 

Locality  pay 

1995  pay  raise 

Wrthn-grade  step  increases 

Civil  Service  Retifement  Syslefn  (CSRS) 

Federal  Employees'  Retfrwnent  System  (FERS) 

Thrift  savings  plan 

Federal  Insurance  Contnbutions  Act  (FtCA)  -  OASDI 

Health  Insurance  Premium 

Employees  compensation 

Travel  and  transportation 

Communtcdions.  utillies.  and  miacellaneous  charges: 

Phntrig  and  reproduction 

Other  servces 

Supplies  and  mderials 

Equftment 

Subtotal,  other  changes 
TOTAL.  ADJUSTMENTS  TO    BASE 
1995  base 

Administrative  savtigs 
FTE  savings 
Program  changes 
Transfer  to  Working  Capital  Fund 

TOTAL  REQUIREMENTS  -     BA 

Working  Capital  Fund  transfer 

1995  APPnOPRMTION 


1995  Estimate 


Pcft'led  Summary 

Perm.  Pos.        Amount  Perm.  Pos.        Amount 

209  $232,524 


0 

p«) 

0 

333 

0 

114 

0 

80 

0 

(10) 

0 

19 

0 

3 

0 

6 

0 

34 

0 

(4) 

0 

41 

0 

46 

0 

13 

0 

453 

0 

45 

0 

25 

0 

1.160 

209 

233.684 

0 

Pl) 

(3) 

(168) 

34 

285.465 

0 

(1.710) 

240 

517.2SO 

0 

1.710 
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NATIONAL  INSTfrUTE  OF    STANDARDS 
AND  TECHNOLOGY  -  -    CRF 

CotElfuctKxi   ol  research  and  facilities 

DIRECT  OBLIGATIONS: 

Construction  and  ma|Or  renovatrons 

TOTAL  OBLIGATIONS 

FINANCING: 

Unobligated  balance.  Stan  of  yaar 
Subtotal,  (inancing 
TOTAL  BUDGET  AUTHORITY 

TOTAL  APPROPRIATION 


Comparison  of  Appropriation  by  Activity 


1994 
CurrentV  Avaiable 

Perm   Pos         Amount 


1995 
Base 


1995 
Estimate 


Perm.  Pos.        Amount 


Perm.  Pos       Amount 


(99.001) 

0 

(99.001) 

5 

61.686 

Perm   Pos.        Amount 


0 

0 

10 

100,000 

10 

100.000 

Summary  of  Changes  from  1 994  Appropriation 


NATIONAL  INSrrrUTEOF    STANDARDS 

AND  TECHNOLOGY 
Conslruction    ct  research  and   ladltties 

Appropriation,  1994 

ADJUSTMENTS  TO    BASE: 


TRANSFERS: 

From  STRS 

OTHER  CHANGES: 

Less  one  compensable  day 
1 995  Pay  raise 

Federal  Employees'  Hetirameat  System  (FERS) 
Health  msurance 
Com munciai ions,  utilities  &  misc. 
Other  servies  / 

Subtotal,  other  changes 

TOTAL  ADJUSTlylEMTS  TO    BASE 

1995  base 

Program  r^hanges 

1995  APPROPRIATION 


1995  Estimate 


Detailed 
Perm.  Pos.        Amount 


Summary 
Perm   Pos,        Amount 

5  S61 ,686 


0 

<S1) 

0 

3 

0 

1 

0 

1 

0 

1 

0 

234 



0 

239 

5 

5.392 

10 

67.078 

0 

32.922 

iie 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  INSTTTUTE  OF    STANDARDS 

AND  TECHNOLOGY  WCF 

Wortdna  Cacilal  Fund 


1994 
Currentty  Avaiable 
Perm.  Pos.        AmounI 


1995 
Base 


1995 
Estimale 


TOTAL  OBLIGATIONS 

1.031 

237.202 

FINANaNG: 

Ottsetling  collections  frorrv 

Fedeial  funds 

(B85) 

(199.653) 

Non  -  Federal  souices 

P46| 

(26.943) 

Unobligated  balance.  Stan  of  year 

(57.907) 

Unobligated  balance,  end  of  year 

51.171 

Subtotal,  financing 

(1.031) 

P33.332) 

TOTAL  BUDGET  AUTHORITy 

0 

3.870 

TTlANSfERS: 

From  STRS 

(2.580) 

From  rrs 

(1.290) 

Perm.  Pos.        AmounI 


PqrjTi,..  Pog,        Amqunt 


(669) 

(121.667) 

(346) 

(26.131) 

(51.171) 

45.905 

(1.015) 

(153.064) 

0 

14.735 

Increase/ 
(Decrease) 


Perm,  Pos         Amount 


(16) 


(13.025) 
(1.710) 


TOTAL  APPHOPWATION 
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NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 


] 


The  National  Telecommunications  and  Information  Administration  (NTIA)  formulates  national  policy 
to  support  the  development  and  deregulation  of  the  telecommunications  and  information 
dissemination  industries;  conducts  research  to  stimulate  development  and  use  of 
telecommunications  and  information  services;  manages  Federal  use  of  the  radio  frequency 
spectrum;  and  administers  three  telecommunications- related  grant  programs. 

The  Public  Broadcasting  Facilities,  Planning  and  Construction  Program  (formerly  the  Public 
Telecommunications  Facilities,  Planning  and  Construction  Program)  provides  grants  for  the 
planning,  construction  and  equipping  of  non -commercial  broadcasting  facilities. 

The  Endowment  for  Children's  Educational  Television  provides  grants  for  the  productiori  of 
television  programming  directed  toward  the  development  of  fundamental  intellectual  skills  in 
children. 

The  Information  Infrastructure  Grants  program  provides  grants  to  educational,  health  care, 
academic,  public  safety  and  social  service  agencies  for  the  planning  and  construction  of 
telecommunications  infrastructures. 
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APPROPRIATION  SUMMARY 

(Dollars  in  Thousands) 


1993 


1994 


1995 
Estimate 


Increase 
(Decrease) 


FEDERAL  FUNDS: 

Appropriation: 

Salaries  and  Expenses 

Public  Broadcasting  Facilities, 
Planning  and  Construction 

Endowment  for  Children's 
Educational  Television 

Information  Infrastructure  Grants 

TOTAL  APPROPRIATION 

Transfer  Pursuant  to  PL.  102-395: 
Salaries  and  Expenses 

Public  Broadcasting  Facilities 
Planning  and  Construction 

TOTAL  BUDGET  AUTHORITY 
PERMANENT  POSITIONS 


$17,900 

$19,927 

$22,203 

$2,276 

21,320 

24.000 

10,748 

(13,252) 

1,000 

1,000 

1,006 

6 

0 

26,000 
70,927 

100,000 
133,957 

74.000 

40,220 

63,030 

593 

J1,066) 
39.747 


70,927 


133,957 


63.030 


Appropriation: 

1993 

1994 

1995 

Estimate 

Increase 
(Decrease) 

Salaries  and  Expenses 

195 

217 

221 

4 

Public  Broadcasting  Facilities 
Planning  and  Construction 

Endowment  for  Children's 
Educational  Television 

15 

1 

15 
1 

15 

1 

0 
0 

Information  Infrastructure 
Grants 

0 

14 

31 

17 

TOTAL: 


211 


247 


268 


21 


121 
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HIGHLIGHTS  OF  PROGRAM  CHANGES 


Salaries  and  Expenses 

Domestic  and  International 
Policies 


Base  lncrease/(Decrease) 

Permanent  Permanent 

Positions  Arripunt  Positions  Amount 


36  $4,724  0  ($9) 


A  program  decrease  (0  pos.;  -$9)  is  proposed  to  implement  National  Performance  Review 
recommendations  focusing  on  improving  the  efficiency  of  administrative  service  delivery. 


Spectrum  Management 


136  11,974  4  1,312 


Program  increases  are  proposed  to  develop  an  automated  radio  frequency  spectrum  management 
system  (+4  pos.;  +$810);  and,  assist  Federal  agencies,  displaced  by  the  proposed  reallocation  of 
200  Mhz  of  spectrum,  relocate  to  new  portions  of  the  radio  frequency  spectrum  (+2  pos.;  +  $656). 

Program  decreases  are  proposed  to  implement  National  Performance  Review  recommendations 
focusing  on  improving  the  efficiency  of  administrative  service  delivery  (0  pos.;  -$26)  and  reducing 
the  number  of  Federal  employees  (-2  pos.;  -$128). 

Telecommunication 
Sciences  Research  46  $4,283  (1)  ($81) 

Program  decreases  are  proposed  to  implement  National  Performance  Review  recommendations 
focusing  on  improving  the  efficiency  of  administrative  service  delivery  (0  pos.;  -$17)  and  reducing 
the  number  of  Federal  employees  (-1  pos.;  -$64). 

Public  Broadcasting  Facilities, 
Planning  and  Construction  15  24,127  0  (13,379) 

Consistent  with  the  proposed  expansion  of  the  Information  Infrastructure  grant  program,  the  Public 
Broadcasting  Facilities,  Planning  and  Construction  grants  program  will  be  curtailed  and  refocussed 
on  minority,  visually  and  hearing  impared  Americans  (0  pos.;  -$13,376). 

A  program  decrease  (0  pos. ;  - $3)  is  proposed  to  implement  National  Performance  Review     . 
recommendations  focusing  on  improving  the  efficiency  of  administrative  service  delivery. 

Endowment  for  Children's 
Educational  Television  1  1006  0 

No  program  changes  are  proposed  for  the  National  Endowment  for  Children's  Educational 
Television  in  FY  1995. 
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Information  Infrastructure  Grants 


14 


26,119 


17 


73,881 


An  increase  (+17  pes.;  +$73,881)  is  requested  to  continue  stimulating  the  development  of  an 
advanced  nationwide  telecommunications  and  information  infrastructure  that  promotes  public 
access  and  serves  educational,  medical  and  other  social  needs.  Grants  will  be  awarded  through  a 
competitive,  merit- based  review  for  planning  and  design  of  segments  of  the  infrastructure,  and 
network  development  projects.  Emphasis  will  be  placed  on  health  care,  education,  social  service, 
public  information  and  public  safety  applications.  All  grantees  will  be  required  to  provide  an 
"In -kind"  contribution  of  25  to  50  percent  of  total  project  costs. 
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Comparison  of  Appropriation  by  Activity 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 

and 


1994 
Cufrenlly  Available 


1995 
Base 


Amount      Peffn.  Pos 


1995 
Estimate 


Amount      Perm  Pos 


Increase/ 
(Decfease) 


Amount       Perm  Pos 


DIRECT  0BUGAT10NS: 

DomestiG  and  Inlefnational  Policies: 

Domestic  policies 

International  policies 
Subtotal 
S|iBcliuiii  Managantant 

Spectrum  plans  and  policies 

Spectnjm  management,  analysis  &  operations 
Subtotal 
Telacommiaiicatioo  Science  Research; 

Spectrum  researct^  and  ariatysjs 

Systems  4  networla  research  &  analyse 
Subtotal 

TOTAL  DIRECT  0BUGAT10NS: 

RBMBURSABLE  0BUGAT10NS: 

TOTAL  0BUGAT1ONS: 

EINAIliaNG: 

Oftsetlirig  collections  from: 

Federal  funds 

Non-tedefal  sources 
Unobligated  tialance,  start  of  year 

Sutitotal.  firiancing 
TOTAL  BUDGET  AUTMORnY: 
TOTAL  APPROPRMTION 


15 
21 


SZ.155 
2.402 


15 
21 


S2.202 
2.S22 


15 
21 


S2.198 
2.517 


29.981 


(66) 

(3) 

(8.650) 
(350) 
(454) 

(69) 

(9.4S4) 

217 
217 

19.927 
19.927 

(65) 
(3) 

(B.650) 
(350) 

(68) 

(9.000) 

221 
221 

22.203 
22.203 

(5) 


(9) 


26 

2.620 

26 

2.751 

26 

2.745 

0 

(6) 

109 

9.008 

110 

9.223 

114 
140 

10.541 

4 

1.318 

135 

11.628 

136 

11.974 

13.286 

4 

1.312 

22 

1.915 

22 

2.038 

21 

1.966 

(') 

(72) 

24 

2.281 

24 

2.245 

24 

2.236 

0 

(9) 

46 

4.196 

46 

218 

4.283 

20.981 

45 
221 

4.202 
22.203 

(1) 

3 

(81) 

217 

20.381 

1.222 

69 

9.000 

69 

9.000 

68 

9.000 

(1) 

0 
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Summary  of  Changes  from  1994  Appropriation 


1995  Estimate 

Detailed 

Summary 

Pen"-. 

_PQS 

Amount 

Perm 

Pos 

217 

Amount 
S 19  927 

NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTBATION 

SslUMS  and  Es<^Q^^ 

Appfopriabon  Available.  FV  19** 

AqjUSTMBGSTP-B^E: 

OTMER  CHANGES: 

S409 
Localilv  Pay 

MS 
1995  Pay  raise 

full  year  cost  >n  1995  ol  positions  linanced  lor  pari  year  in  1994  '01 

22B 

Within  -grade  step  increases 

(47) 
(18) 
32 
S 
12 
56 
(20) 
1  282 


One  Less  Compensable  Day 

Civil  servKe  retirement 

Federal  employees'  retirement  system 

Thnll  savwigs  plan 

Federal  Insurance  Contnbutions  Act  (PICA)  -  OASO 

Healtti  insurar>ce  premium 

Employees"  Compensation  Fund 

Audit  Costs 

Travel 

Per  Diem 
Rental  payments  to  GSA 
Rental  Payments  to  Ottiers 
Printing  and  repf  oAiction 
Other  services 
Working  Capital  Fund 
Cross  servces 
Supplies  and  materials 
Equipment 
Subtotal,  ottier  changes 

TOTAL,  ADJUSTMEHTS  TO  BASE 

1995  base 

AdministrativQ  Savings 
FTE  Reductions 
Program  Ctianges 

TOTAL  REQUIREMENTS 
19BS  APPROPWATIOH 


(272) 

61 

1 

10 

20 
6 

7 
36 


1.054 

1  1.054 

218  20.981 

0  (52) 

(3)  (192) 

6  1.466 


221  22.203 

221  22^03 
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Comparison  of  Appropriation   by  Activity 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTTtATlON 

Public  Bfpadcastinfl  Facigiet. 
Planning  &  Construction 

Grants 

Program  Management 
TOTAL  DIRECT  0BUGAT10NS: 
FINAMCJNG: 

Unobligated  balance.  Stan  ot  year 

TOTAL  APPROPRIATION 


1994 

1995 

1995 

Increase/ 

Currently  Available 

Base 

Estimate 

(Decrease 

') 

PcLll-P^ 

Amount 

Perm  Pos 

Amount 

Perrn  Pos               Amount 

Perm 

Pos 

Amount 

0 

S22  080 

0 

S2 1.500 

0                  S8.124 

0 

(S13.376) 

15 

2.500 
24.S80 

15 

2.627 

15  2.624 
15                  10.748 

0 
0 

(3) 

IS 

IS 

24.127 

(13.379) 

0 

(580) 

0  0 
IS                 10.748 

IS 

24.000 

Summary  of  Changes  from  1994  Appropriation 


?4AT10NAL  TCLECOMMUNICATtONS  AND 

INFORMATION  ADMINISTRATION 
Public  Broailcasbnq  Facifities. 

Planning  &  Construction 

Appropriation  Available.  1994 

ADJUSTMEHTS  TO  BASE: 

TRANSFERS 

NOAA  -  GOES  Satellite  Operations  (PEACESAT) 
OTHER  CHANGES: 

Locality  Pay 

1995  Pay  raise 

Within  -  grade  step  increases 

One  Less  Compensable  Day 

Civil  Service  Retirement  System 

Federal  Employees  Retirement  System 

Federal  Insurance  Conlnbutcns  Act  (FtCA) 

Heatth  Insurance 

Travel   Per  Dtem 

Rental  Payments  to  GSA 

Pnntingand  Reproduction 

Other  Services 

Economic  Development  Administration  -  Grants  Administration 

Working  Capital  Fund 
Subtotal,  other  changes 

TOTAL  ADJUSTMENTS  TO  BASE: 

1995  base 

Administrative  Savings 
Program  changes 

TOTAL  REOUIREMENTS 

1995  APPROPRIATfON 


1995  Estimate 

Detailed 

Summary 

Pernr 

Pos 

Amo^unl 

Perm. 

Pos 

15 

Amount 
S24.OO0 

$65 

26 
12 
10 
(«) 
(1) 
3 
1 
6 
2 
3 
1 


0 

127 

15 

24.127 

0 

(3) 

0 

(1«76i 

15 

10.748 

15 

10.748 
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Comparison  of  Appropriation   by  Activity 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADHINIST1MTION 


EndgwrnenMoc  Childten's 
Educabonal  Television 

Grants 

Pfogfam  Management 
TOTAL  DIRECT  OBUGATIONS: 


1994 

1995 

1995 

Increase/ 

Currently  Available 

Base 

Estimate 

(Decrease] 

Perm.  Pos. 

Arnount 

Perm  Pos 

Amount 

Pos 

Amount 

Perm,  Pos.             Amount 

0 

S955 

0 

$763 

0 

S763 

0 

$0 

1 

237 

1 

243 



1 

1 

243 
1.006 

0 
0 

0 

1 

1.192 

1 

1.006 

0 

FINANCING: 

Unobligated  balance,  start  of  year 

TOTAL  APPROPRIATION 


(192) 


Summary  of  Changes  from  1994  Appropriation 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTRATION 

EndowmenUorCM<l?eals 
EducatiofuLTeleylsipn 

Appropriation  available.  1994 


1995  Estimate 


Detailed 
Perm.  Pos.  Amount 


Summary 
Perm.  Pes.  Amount 

1  $1,000 


ACWySIMENTS  TO_BA_^: 
OTHER  CAHNGES:  / 

Locality  Pay 
1995  Payraise 
Other  Services 
Working  Capital  Fund 
Subtotal,  other  changes 

TOTAL,  ADJUSTMENTS  TO  BASE 

1995  base 
Program  Changes 

TOTAL  REQUIREMENTS 

1995  APPROPRIATION 


S4 
1 


0 

6 

1 

1,006 

0 

0 

1 
1 

1.006 
1.006 
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NATIONAL  TEireOMMUNICATlONS  AND 

INFORMATION  ADMINISTHATION 
IntormalMin  Infrastructure  Giants 

DIRECT  OBUGATIONS 

Grants 

Program  Management 

TOTAL  DIRECT  OBUGATIONS 

TOTAL  APPROPRIATION 


Comparison  of  Appropriation   by  Activity 


1994 
Currently  Available 


1995 
Base 


1995 
Estimate 


Increase/ 
(Deciease) 


Amount       Perm   Pos 


S24.000 
2.000 


Amount       Perm   Pos 


Amount       Perm  Pos 


26,0t)0 
26.000 


S24.000 

0 

S91,593 

0 

S67.593 

2.119 

31 

8  40? 

17 

6,288 

26.119 

31 

100,000 

17 

73.881 

26.119 

31 

100.000 

17 

73.881 

Summary  of  Changes  from  1994  Appropriation 


NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMINISTHATION 

irfotmation  Infrastructure  Grants 


Appropriation  available,  1994 


1995  Estimate 


Detailed  Summary 

Perrri,  Pos.  Amourit       Perm  Pos  Amount 

14  S26000 


ADJUSTMENTS  TO  BASE: 

OTHER  CAHWGES: 

Locality  Pay 

1995  Payraise 

Within  -  grarle  step  increases 

One  less  compensable  day 

Health  Insurance 

Rental  Payments  to  GSA 

Printing  and  Reproduction 

Other  Services 

Working  Capital  Fund 

Supplies  and  Materials 

Equipment 

Subtotal,  other  changes 

1995  tase 
Program  Changes 

TOTAL  REQUIREMENTS 

1995  APPROPRIATION 


$43 
12 
24 
<3) 

5 
31 

2 

1 
1 
3 


26.119 
_  73.881 
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BRIDGE  FROM  1994  AND  1995  APPROPRIATIONSTO 
1994  AND  1995  BUDGET  AUTHORITY 


(Dollar  amounts  in  thousands) 


Annual  appropnatons  act 

Emergencv  appropriation  (P  L   102-368) 

Appfopiiations 
BorTOwir>g  Authonty 
Transfer  lo  ■'Promote  and  develop  (ishery  products  and 

research  pertainng  to  American  fisheries'.  NOAA 
Translef  Irom  Interior 

Subtotal,   Federal  funds 
Trust  lurxJs 
Offsening  receipts 

Subtotal.    Enacted  Budget    Authority 
1994  Proposed  Rescissions 
BUDGET  AUTHORITY.    DEPARTMEMT  OF  COMMERCE 


cnange 
1994  -  1995 


S3.638,714 

S4  189.499 

$550,785 

1,400 

0 

(1.400) 

3.640,114 

4.189.499 

549.385 

5.000 

0 

(5.000) 

61,944 

61.900 

(«) 

6.888 

7.000 

112 

3.713.946 

4.258.399 

544.453 

200 

200 

0 

|126|920) 

4.228.679 

97.000 

3.567.226 

641.453 

(12.000) 

0 

12|000 

COMPARISON  OF  1995  ESTIMATE  WITH  1993  AND  1994 
APPROPRIATIONS  ENACTED  TO  DATE 


(Dollar  amounts  in  thousan(ds) 


Perm.  Pos      Amount 


1 994  Appropriation 


1995  Estimate 


Perm   Pos.      Amount  Perm   Pos       Amount 


Increase/Decrease 


Perm.  Pos. 


368 
214 


S33.042 
16.000 


GENERAL  AOMIMSTRATION: 

Salanes  and  expenses  340  $31,712 

OttKC  otttie Inspector  General  214 1 5.805 

Subtotal.  GA  554  47,517 

ECONOMIC  DEVELOPMENT     AOMINISTnATION: 
Salanes  and  ei^ienses 
Econ  assistance  programs 
Econ.  dev  guaranteed  loans 
Subtotal.  EOA 
BUREAU   OF  THE  CENSUS: 
Salanes  and  expenses 
Periodic  censuses  and  programs 
Subtotal.  Census 
ECONOMIC  AND  STATISTICAL     ANALYSIS: 
Salanes  and  e)7jenses 
Economic  and  Statistics  Adminetration  Revolving  Fund 

Subtotal.  ESA  601  39.353  558  45.220 

INTERNATIONAL  TRADE     ADMINISTRATION: 

Operations  and  administration  2.431  213.851  2.516  248.590 


370 
214 


$36,727 
16.904 


2  $3,685 

0  904 


375 

27.118 

375 

28.000 

358 

32.647 

(17) 

4.647 

0 

317.000 

0 

322.642 

0 

327.024 

0 

4.382 

0 

0 

0 

0 

14 

51.976 

14 

51.976 

375 

344.118 

375 

350.642 

372 

411.647 

0) 

61.005 

1.926 

123.955 

2.043 

128.286 

2.343 

147.385 

300 

19.099 

2.382 

173.300 

1.637 

110.000 

1.733 

159.000 

96 

49.000 

4.308 

297.255 

3.680 

238.286 

4.076 

306.385 

396 

68.099 

601 

39.353 

558 

45.220 

634 

54.445 

76 

9.225 

0 

0 

0 

0 

0 

1.677 

0 

1.677 

(20) 
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BUREAU  OF  EXPORT  AOUIMSTRATION: 

Operations  and  administ ration 
MINOnTY  BUSINESS  DEVELOPMENT      AGENCY: 

Minortv  business  development 
UNrTEO  STATES  TTMVEL  AND  TOURISH 
AOUIMSTRATION: 

Salaries  and  expenses 

NATIONAL  OCEANIC  AND  ATMOSPHERIC 
ADMINISTRATION: 

OperBtions.  research,  and  facillies 
Construction 

Fishing  vessel  and  gear  damage 
compensation  fund 

Fistiefmen's  contingency  tund 
Foreign  fishng  otiserver  fund 
Fishing  vessels  obligations  guar. 
Federal  ship  firiancing  fund 
Fleet  modernization,  shipbuilding. 

and  conversion 
Aircraft  procurement  and  modernization 
GOES  Satetlie  conlrigency  tund 
Fisfieiies  promotional  fund 
Promote  and  develop    fisheries 

Subtotal.  NOAA 

PATENT  AND  TRADEMARK  OFRCE: 

Salaries  and  ei^ienses 
UNDER SECICTARY    /OFRCE  OF   TECHNOLOGY 

Salaries  and  ei^>enses 

NATIONAL  TECHNICAL   INFORMATION    SERVICE: 

NTIS  Revolving  fund 

NATIONAL  INSTTTUTE  OF    STANDARDS 
AND  TECHNOLOGY: 

Scienbfc  and  techncal  research  and  services 
Industrial  technology  services 
Construction  of  research  facilities 
Subtotal.  NIST 

NATIONAL  TELECOMMUNICATIONS  AND 
INFORMATION  ADMIMSTRAT10N: 

Salaries  and  ei^ienses 
Public  broadcasbng  facillies. 

planning  andcorstnjction 
Endowment  for  children's  educational 

televisDn 
Infonnation  Infrastructure  Grants 

Subtotal.  NTIA 
TOTAL  DEPARTMENT    OF  COMMERCE 


Perm.  Pos.     Amount 


430  S41.01S 


209  37.889 


1994  Appropriation  1995  Estimate Increase/Decrease 

Perm.  Pos      Amount  Perm.  Pos.      Amount  Perm.  Pos.      Amount 


94  19.208 


13,131  1.652.838 

5.291  86.672 
POUCV: 

43  4.450 

0  8.000 


1.616  192.940 

122  86.067 

2  105.000 

1.740  384.007 


195  17.900 

15  21.320 

1                1.000 
0 0_ 

21 1  40.220 

29,418       3.216.393 


306  $34,747 


366  $43,372 


209  42.100  206  44,733 


94  18,520 


97  17,930 


12.546        1.927.801 


5.314  88.329 


43  5.700 


12.502        1.894.992 


63  1 1 .262 


1 .864  226,000 

209  232.524 

5  61,686 


2,000  316,040 

240  518,960 

10  100,000 


2,078 


520,210 


2.250 


935.000 


1  1.000 

14  26.000 


28.548        3,640,114 


1  1,006 

31  100,000 

268  133,957 

29,299  4.189499 


60  $8,625 


P)  2.633 


(44) 


172 


(590) 


13.100 

1.524.972 

12.515 

1.694.753 

12.471 

1.833.083 

(44) 

138.330 

5 

94.500 

5 

109.703 

5 

36.197 

0 

(73.506) 

4 

1.306 

4 

1.273 

4 

1.273 

0 

0 

1 

1.025 

1 

999 

1 

999 

0 

0 

5 

565 

5 

550 

5 

400 

0 

(150) 

0 

470 

0 

459 

0 

0 

0 

(459) 

0 

0 

0 

0 

0 

0 

0 

0 

16 

30.000 

16 

77.064 

16 

23.040 

0 

(54.024) 

0 

0 

0 

43.000 

0 

0 

0 

(43.000) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(32.809) 


71  (88.329) 


20  5562 


136  90.040 

31  286.436 

5  38.314 


414.790 


0  (13.252) 

0  6 

17  74.000 

21  63.030 

751  549,385 
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Summary  of  Requirements  with  Detail  of  Adjustments  to  Base 
and  Built-in  Changes 


(Dollar  amounts  in  thousands) 


1995  Estimate 


Detailed 
Perm.  Pos. 


Appropriations  currently  available,  1994 


Summary 
Perm.  Pos 

28.548 


ADJUSTMENTS  TO  BASE  AND  BUILT-IN  CHANGES: 

Transfers: 

From  Department  of  Agriculture 
From  Department  of  Interior 
Inter  Bureau  Transfers 


0 

61,900 

0 

7.000 

(8) 

0 

Adjustments: 

Non-recurring  items 

Financing: 

From  reccweries  of  prior  year  obligations 
Fees  collections  in  1994 
OTHER  COST  CHANGES: 


1994  Locality  pay 

1995  Pay  raise 

Stay-in  School  adjustment 

Full  year  cost  in  1995  of  positions  financed  for  part  year  in  1994 
Changes  In  compensable  day 
Administratively  uncontrollable  overtime 

Within-grade  step  increases 

Civil  Service  Retirement  System(CSRS) 

Federal  Employees'  Retirement  System(FERS) 

Thrift  Savings  Plan 

Federal  Insurance  Contributions  Act  (FICA)    -OASDI 

Variable  housing  allowance 

Health  insurance 

Employees  Compensation  Fund 

Retired  pay 

Audit  costs 

Travel.  Per  diem 


0 

31,162 

0 

27,402 

8 

0 

63 

7.291 

0 

(5.438) 

0 

785 

0 

15,416 

0 

(2.748) 

0 

5.089 

0 

1,155 

0 

2,184 

0 

122 

0 

5.603 

0 

1.047 

0 

432 

27 

3,513 

0 

1.557 

(130) 


(18.205) 


22,990 
415.692 
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1995  Estimate 


Perm.  Pos. 


Amount 


Summary 
Perm,  Pos 


Amount 


Rent  payme  nts  to  GSA 
Rent  payments  to  others 

Communications,  utiliies  &  misc    charges 
Printing  and  reproduction 
Other  se/vices: 

Working  Caprtal  Fund 

Other  services 
Supplies  and  materials 
Equipment 
Grants 

Overseas  wage  increases 
Overseas  price  increases 
Foreign  Affairs  Administratve  Services 
Restoration/continuation  of  1994  operatirtg  level 
Subtotal,  other  changes 

TOTAU  ADJUSTMENTS  TO  BASE  AND  BUILT-IN  CHANGES 

1 995  Base 
FTE  reduction 
Administrative  expenses 

OMB  Approved  investment 
Program  changes 

TOTAL  REQUIREMENTS 

Fee  collections 

Recoveries  from  prior  year  obligations 

Transfer 

1995  APPROPRIATION 


0 

1.755 

0 

479 

0 

743 

0 

(453) 

0 

4.851 

0 

2.452 

0 

1.594 

0 

935 

0 

2.352 

0 

1.125 

0 

1.076 

0 

2.291 

152 

24.045 

250 

137.817 

112 

627.194 

28.660 

4.267.308 

(542) 

(19.698) 

0 

(12.559) 

17 

289.703 

1.164 

323.856 

29.299 

4.848,610 

0 

(571.439) 

0 

(18.772) 



0 

(68,900) 

29.299 

4.189,499 
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COMPARISON  BY  BUREAU  OF  ADJUSTMENTS  TO  BASE 
1995  ESTIMATEAND  PROGRAM  CHANGES 


(Dollar  amounts  in  thousands) 


BUREAU 

General  Actninistration 

Economic  Devetopment  A<*ninistration 

Bureau  of  the  Census 

Economic  and  Stabstcal  Analysis 

International  Trade  AdTiinistration 

Bureau  ot  Export  AdminEtration 

Minorty  Business  Devetopment  Agency 

United  States  Travel  &  Toursm 
Administration 

Natiooal  Oceanic  &  Atmospheric 

Administration 
Patent  and  Trademark  Office 
Under  Secretary  /  Office  ol  Technology  Policy 
National  Technical  Information  Servce 
National  Inst  of  Standards  &  Technology 
National  TelecommunicaCions  and 

Information  Adminstration 
TOTAL  REQUIHEyENTS 
Fee  coltections 

Recoveries  from  prior  year  obligabons 
Transfers 
1905  APPROPIVATION 


1ncreaseA3ecrease 

Net  Aclustments  To  Base 

1995  Base 

1995  Estimate 

over  1995  Base 

Perm   Pqs- 

Amount 

Perm  Pos 

Ampuffl 

Perm  Pos 

Amount 

Perm   Pos 

Amount 

2 

S5.281 

584 

S54.323 

584 

S53.631 

0 

(692) 

0 

3.138 

375 

353.780 

372 

411.647 

(3) 

57,867 

165 

55.966 

3845 

294.252 

4,076 

309.157 

231 

14.905 

(13) 

3.394 

545 

48.614 

634 

56.122 

89 

7.508 

0 

3.924 

2.516 

252.514 

2.496 

262.468 

(20) 

9.954 

0 

1.414 

306 

36.161 

366 

43.372 

60 

7,211 

0 

638 

209 

42.788 

206 

44  733 

(3) 

1,945 

3  (590) 

12  91,218 

(63)  449.459 

5  110 

0  0 

0  11,886 

1 1.306 

112  627,194 


12,558  2019,019 

5,251  537,788 

48  5.810 

0  0 

2078  532.096 


28,660       4.267.308 


12502  1.978,892 

5,385  571.439 

63  1 1 ,262 

0  18.000 

2250  936.000 

268  133,957 

29,299  4,848,610 

0  (571,439) 

0  (18,772) 

0  (68,900) 

29.299  4  189.499 


(56)  (40.127) 

134  33.651 

15  5.452 

0  18.000 

172  403,904 


639  581.302 
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AUTHORIZING  LEGISLATION  REQUIRED  FOR  FY  1995 


Appropriationand  activity 

Economic  Development  Administration 

Economic  Development  Assistance  Programs: 

Public  Works  and  Eccnomc  Development  Act  of  1965,  PL.  89-136 
(OBRA  of  1981,  PL  97-35),  expired  9/30/82 


1994 

Enacted 


$322,642 


1995 
Base 


$323,240 


1995 
Request 


$327,024 


Economic  Development  Guaranteed  Loans: 

Public  Works  and  Economic  Development  Act  of  1965,  PL.  89-136 
(OBRA  of  1981,  PL.  97-35),  expired  9/30/82. 


322,642 


1,976 


325,216 


51,976 


379.000 


International  Trade  Administration 
Export  Promotion: 

Export  Enfiancement  Act  of  1992,  PL.  102-429,  expires  9/30/94. 


248,590 


252.514 


262,468 


Bureau  of  Export  Administration 
Operations  and  Administration: 

ExFwrt  Administration  Act  of  1979,  Reauthorization, 
PL.  103-10,  expires  6/30/94, 


34.747 


36,161 


43.372 


National  Oceanic  and  Atmospheric  Administration 

Operations.  Research  and  Facilities: 

National  Marine  Fisheries  Service 

Anadramous  Fish  Conservation  Act 
PL.  102-133,  expires  9/30/94. 

Manne  Fisheries  Program  Authorization  Act 
PL.  102-567,  expired  9/30/93. 


2,400 


91,763 


2.400 


94,000 


2,400 


82.380 
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Appropriationand  activity 

Marine  Mammal  Protection  Act  Amendments  of  1988, 
P.L.  101 -711,  expired  9/30/93. 

Magnuson  Fisheries  Conservation  and  Management 
Amendments,  PL.  101  -627,  expired  9/30/93. 

Endangered  Species  Act  Amendments  of  1988, 
P.L.  100-478,  expired  9/30/92. 

Later  Transmittal  Proposal: 

Marine  Navigation  Trust  Fund 

Subtotal,  NOAA 


Patent  and  Trademark  Off  ice 

Salaries  and  Expenses: 

Patent  and  Trademark  Authorization  Act  of  1993,  P.L.  103-179, 
expires  9/30/94. 


Under  Secretary/ Office  r^f  Technology  Policy 

Salaries  and  Expenses: 

Office  of  the  Under  Secretary,  Office  of  Technology  Policy 

America!  Technology  Preeminence  Act  of  1991, 
P.L.  102-245,  expired  9/30/93. 


1994 
Enacted 

$21 ,337 

103,218 

8,625 


NationalTechnicallnformationService: 

NTIS  Revolving  Fund: 

Department  of  Commerce  Appropriations  Act,  1993,  P.L.  102-395, 
expired  9/30/93 


88,329 


5,700 


1995 
Base 

$21 ,900 

105,700 

8,800 


1995 

Request 

$30,149 

142,501 

20,376 


45,500 


227.343  232,800  323,306 


5,810 


11.262 


18,000 
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Appropriation  and  activity 


1994 
Enacted 


1995 
Base 


1995 
Request 


National  Instituteof  Standardsand  Technology: 

Scientific  &  Technical  Research  and  Services:  $226,000 

American  Technology  Preeminence  Act  of  1991. 
PL  102-245.  expired  9/30/93. 


Industrial  Technology  Services: 

American  Technology  Preeminence  Act  of  1991. 
P.L.  102-245.  expired  9/30/93 

Construction: 


American  Technology  Preeminence  Act  of  1991, 
PL.  102-245,  expired  9/30/93. 

Subtotal,  NIST 


National  Telecommunications  and  Information 
Administration 

Salaries  cind  Expenses: 

Telecommunications  Authonzatlon  Act  of  1992.  P.L.  102-538. 
expired  9/30/93. 


232,524 


61,686 


520.210 


19.927 


$230,334 


233.684 


67.078 


531,096 


20,981 


3316,040 


518.960 


100,000 


935.000 


22.203 


Public  Broadcasting  Facilities.  Planning  & 
Construction: 

Public  Telecommunications  Act  of  1992.  PL.  102-356. 
expires  9/30/94. 


Endowment  for  Children's  Educational  Television: 

Telecommunications  Authorization  Act  of  1992,  PL.  102-538, 
expires  9/30/94. 


24,000 


1,000 


24,127 


1,006 


10,748 


1,006 
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Appropriationand  activity 


Information  Infrastructure  Grants: 


1994  1995  1995 

Enacted  Base  Request 


$26,000  $26,119  $100,000 


No  authorization  enacted.  Authority  provided  by  Department  of 
Commerce  Appropriations  Act,  1994,  PL.  103-121. 

Subtotal,  NTIA 


PROGRAMS  AUTHORIZED 


136 


70,927      72.233     133,957 


TOTAL.  AUTHORIZATIONREQUIRED  1,518,488  1,455,830  2,106,365 

2,083,134 


TOTAL.  DEPARTMENTOF  COMMERCE  4,189,499 
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Budget  Authority  By  Function 


(Dollars  in  Thousands) 


FUNCTION   I  PROGRAM 

300  NATURAL  RESOURCES  AND  ENVIRONMFMT 

304  Pollubon  control  and  abatement 

National  Oceanc  and  Atmosphenc  Administration 

306  Other  natural  resources 

National  Oceanc  and  Atmosphenc  Adminstration 

Total.  Nattval  Resources    and  Environmenl 
370  COMMERCE   AND  HOUSING   CRFPrT 

376  Other  advancement  and  regulation  ot  Commerce 
General  A<tninistrabon 
Bureau  of  the  Census 
Economic  and  Statistical  >^iaJysis 
International  Trade. Actninistration 
Bureau  of  Export  Administration 
Mtnorty  Business  Development  Agency 
United  States  Travel  and  Tourism  Administration 
Natioral  Oceanic  and  Atmospheric  Administration 
Patent  and  Trademark  Office 
Technology  Adminstration 
Naborul  Institute  of  Standards  and  Technology 
NationalTechnical'Intormation  Servce 
National  Tetecommunicalions  and  Information  Administration 
Total,  Commerce  and  Housing  Cre<fil 

450  COMMUNHY  AND  REGIONAL   OVELOPMFWT 

452  Area  and  regional  development 
Economic  Development  Actninistration 

Total,  Coniniunily  and  RegionBl  Oevdopment 


(S5.397) 


($22,908) 


(S  1.500) 


1.931.780 


Change 
1994-1995 


S21.4Q8 


48.937 

49.042 

53.631 

4.589 

297.255 

238.286 

306.385 

68,099 

46.953 

45.220 

56.122 

10.902 

213.851 

248.590 

262.468 

13.878 

41.015 

34.747 

43.372 

8.625 

37.889 

42.100 

44.733 

2,633 

19.208 

18.520 

17.930 

(590) 

36.428 

135.489 

32.112 

(103.377) 

86.672 

88.329 

0 

(88.329) 

4.636 

5.700 

11.262 

5.562 

380.757 

520.210 

935.000 

414.790 

7.800 

0 

18.000 

18.000 

18.493 

19.927 

22.203 

2.276 

1.239.894 

1.446.160 

1.803.218 

357.058 
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Budget  Authority  By  Function 

(Dollafs  in  Thousands) 


pUMTTinM    /PnOGHAM 


Change 
1994-1995 


^   miicAHON    TTiAiMMG    EMP1 OYMFKT.  ANPSOCIAI.  SERVICES 

503  Research  and  general  education  aids 

National  Telecommumcalions  and  InfomialTon  Administration 


Total.  Education.   Training.   Employment  aw)  Social  Seivices 

SOHTOTAU   FEDERAL   FUNDS 

Trust  funds 

Offsetting  receipts 

1994  Proposed  Rescission 

SUBTOTAL   DEPARTMEMTOF    COMMEBCE 


$51,000 


$111,754 


21.254 

51.000 

111.754 

60.754 

3.275.080 

3.713.946 

4.258.399 

544,453 

248 

200 

200 

0 

(115.980) 
0 

(126.920) 
(12.000) 

(29.920) 
0 

97.000 
12.000 

3,159.348 

3.575.226 

4.228.679 

653.453 

Proposed  tot  later  transmital: 

■inn  WAnjRAt  RFSOURCES  AND  FNVinoHMEHT 


Itotional  Oceanc  ahd  Atmospheric  Adminstration 
306  Other  natural  resources 

Fedeial  Funds 
301  Water  resources 

Trust  Funds 

TOTAL.  DEPAHTIKIENT    OF  COMMERCE 


3.159,348 


3.575.226 


(45,500) 
45.500 


(45.500) 
45,500 


653.453 
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DISCRETIONARY 


General  AtJninistration 

Economic  Development  AttnmJsiration 

Bureau  ot  the  Census 

Economic  and  Statistical  Analysis 

International  Trade  A<*ntnistration 

Bureau  ol  Export  Administration 

Minority  Business  Development  Agency 

United  Slates  Travel  and  Toursm  Administration 

National  Oceanc  and  Atmospheric  Administration 

Patent  and  Trademar1<  Office 

Under  Secretary  /  Offce  of  Technology  Policy 

Natiorwl  Technical  Information  Service 

f^lational  Institute  of  Standards  and  Technology 

National  Telecommunications  and  Information  Admin 

SUBTOTAL    FEDERAL   FUNDS 

Offsetting  receipts 

SUBTOTAL,    DISCREHONARV 


MANDATORY 


National  Oceanic  &  Atmospheric  Administration 

Promote  &  develop 
Offsetting  receipts 

SUHTOTAU   MANDATOW 

Proposed  for  later  transmittal: 

National  Oceanic  and  Atmospheric  Administration 
Operations,  research  &  facilities.  Federal  funds 
Marine  Navigation  Trust  Fund 

TOTAL,  DEPARTUENT    OF  COMUERCE 


DGET  AUTHORITY:  1995 

-  1999 

1 

r  amounts  In  millions) 

1995 

996 

1997 

1998 

1999 

SS4 

SS4 

S54 

S54 

S54 

41? 

430 

430 

430 

430 

306 

338 

288 

488 

1,488 

56 

56 

56 

56 

56 

262 

265 

265 

265 

254 

43 

43 

43 

43 

43 

45 

45 

45 

45 

45 

18 

18 

18 

18 

18 

1,902 

1,984 

1,984 

1,987 

1,972 

0 

0 

0 

0 

0 

11 

11 

11 

11 

11 

IS 

0 

0 

0 

0 

935 

1,089 

1,379 

1,407 

1,422 

134 

178 

178 

178 

178 

4,196 

4,511 

4,751 

4,982 

5,971 

(9) 

(9) 

(9) 

(9) 

(9) 

(21) 


(46) 
46 


62 

(21) 


4.742 


62 

C21) 


62 
(21) 


62 

(21) 
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SUMMARY  OF  OUTLAYS:  1995  -  1999 


DISCREHONARY 


General  A(tninistration 

Economic  Development  Actninistration 

Bureau  of  the  Census 

Economic  and  Statistcal  Analysis 

International  T  lade  A<tninistration 

Bureau  of  Export  Administration 

Minofty  Business  Development  Agency 

United  States  Travel  and  ToufBm  Administration 

National  Oceanic  and  Atmosphenc  Administration 

Patent  and  Trademark  Office 

Under  Secretary  /  Office  ol  Technology  Policy 

National  Technical  Information  Service 

National  Institute  of  Standards  and  Technology 

National  Telecommunicatoons  and  Information  Admin. 


(Dollar  amounts  in  millions) 


SUBTOTAU   FEDERAL  RJNDS 

Offsetting  receipts 


$54 

$54 

$54 

$54 

$54 

347 

501 

471 

492 

428 

291 

305 

302 

448 

1.274 

53 

56 

56 

56 

56 

248 

264 

264 

265 

257 

42 

43 

43 

43 

43 

48 

45 

45 

45 

45 

20 

1B 

18 

18 

18 

1.900 

2,128 

2.203 

2.081 

1.769 

54 

0 

0 

0 

0 

a 

11 

11 

11 

11 

3 

15 

0 

0 

0 

527 

781 

1.057 

1.257 

1.356 

68 

101 
4.322 

135 
4.659 

165 
4.935 

178 

3.663 

5.489 

P) 

(9) 

P) 

(9) 

P) 

Proposed    1994  Rescissions: 

International  Trade  Attninistration 

National  Oceanic  &  Atmospheric  Administration: 

Operations,  research  and  tacilfces 

Construction 

SUBTOTAU   PROPOSED  RESaSSIOMS 
SUBTOTAL   DISCRETIOHART 

MANDATORY 
Economic  Development  RevoKring  Fi*id 
National  Oceanic  4  Atmospheric  Administration: 

Promote  4  develop 
Coastal  Zone  Management  Fund 

SUBTOTAL 

Offsetting  receipts 

SUBTOTAL.  MANDATORY 

Proposed  for  later  transmittiil: 

Natioral  Oceanic  and  Atmospheric  Administration 
Operations,  research  &  facilities.  Federal  funds 
Manne  Navigation  Trust  Fund 

TOTAU  DEPARTMENT  OF  COMMERCE 


P) 

(1) 

0 

0 

0 

P) 

(1) 

0 

0 

0 

(4) 

P) 

0 

0 

0 

3.649 

4.311 

4.652 

4.926 

5.481 

(4) 

(«) 

P) 

P) 

P) 

8 

7 

6 

6 

6 

(8) 

(8) 

(B) 

(5) 

(B) 
(♦) 

<B) 

(4) 

(5) 

f«) 

pi) 

pi) 

pi) 

pi) 

PV 

(24) 

(25) 

(25) 

(25) 

(24) 

(25) 
25 


3.625 


0 

0_ 

4.286 


4,627 


4.901 


5,456 


NOTE:  Detai  may  not  add  due  to  roi»iding. 
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GLOSSARY  OF  TERMS 


Budget  Authority 

Budget  authority  for  any  year  represents  the  authority  to  incur  obligations,  requiring  either 
immediate  or  future  payment,  which  will  become  available  during  the  year.  Appropriations  on 
which  the  Congress  acts  are  the  most  common  form  of  budget  authority,  allowing  Federal 
agencies  to  make  payments  out  of  the  Treasury  for  specified  purposes. 

Federal  Funds 

Funds  collected  and  used  by  the  Federal  Government  for  the  general  purposes  of  the 
Government.  There  are  four  types  of  Federal  fund  accounts:  the  general  fund,  special  funds, 
public  enterprise  (revolving)  funds,  and  intra-governmental  funds.  The  primary  Federal  funds 
type  is  the  general  fund,  derived  from  general  taxes  and  borrowing. 

Full-time  Equivalent  (Workyears)  Employment 

Compensable  workyears  for  all  Federal  personnel,  calculated  by  dividing  the  total  number  of 
hours  (worked  or  to  be  worked)  by  the  number  of  compensable  hours  applicable  to  each  fiscal 
year  (8  x  the  number  of  compensable  days  in  each  fiscal  year).  For  a  fiscal  year  with  260  days, 
the  divisor  is  2080,  for  261  days,  2088;  for  262  days,  2096. 

Offsetting  Receipts 

Collections  deposited  in  receipt  accounts  that  are  offset  against  budget  authority  and  outlays 
rather  than  being  counted  as  budget  receipts.  These  collections  are  derived  from  other 
Government  accounts  or  from  Govemment  activities  that  are  of  a  business-type  or 
market -orientated  nature. 

Outlays 

Obligations  incurred  under  budget  authority  are  generally  liquidated  by  the  issuance  of  checks  by 
the  Treasury.  Such  payments  are  called  outlays.  Outlays  during  any  fiscal  year  may  be  payments 
of  obligations  incurred  in  prior  fiscal  years  or  in  the  same  fiscal  year. 

Permanent  Positions 

Permanent  positions  are  funded  positions  which  are  occupied  or  expected  to  be  occupied  by 
full-time  employees  with  permanent  appointments  as  of  September  30  of  each  year. 
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Reprogrammingsand  Transfers 

A  reprogramming  is  the  shifting  of  dollar  and/or  personnel  resources  within  an  appropriation 
account  from  one  project  or  activity  to  another,  to  be  used  for  purposes  other  than  those 
contained  in  the  years  official  budget  justification  or  expressed  as  Congressional  intent  in  the 
enacted  appropriations  bill  and  Committee  reports.   Reprogrammings  also  occur  when  offices  or 
staffs  are  to  be  relocated.   Transfers  also  shift  dollar  and/or  personnel  resources  away  from  their 
originally  intended  and  approved  uses,  however,  these  moves  take  place  between,  rather  than 
within  appropriation  accounts.  Both  reprogrammings  and  transfers  are  defined  annually  in  the 
appropriations  act.  Both  require  a  fifteen  day  notification  to  the  House  and  Senate  Appropriations 
Subcommittee  for  their  review,  before  the  proposed  actions  can  be  taken. 

Rescission 

A  rescission  is  a  Presidential  proposal  to  cancel  budget  authority  that  has  been  appropriated  but 
not  yet  obligated.  Proposed  rescissions  are  reported  to  the  Congress  and  the  ComptroNer 
General    The  Senate  and  the  House  both  must  approve  the  proposed  rescission  with  45  days  of 
continuous  session  or  the  funds  are  automatically  released  for  obligation. 

Supplemental  Appropriation 

An  act  appropriating  funds  in  addition  to  those  in  an  annual  appropriation  act.  Supplemental 
appropSons  pro^^de  addrtional  budget  authority  beyond  original  estimates  for  Programs  o 
Sv°ies  (including  new  programs  author^ed  after  the  date  of  the  original  appropriation  act)  for 
which  the  need  fo?funds  is  too  urgent  to  be  postponed  until  enactment  of  the  next  regular 
appropriation  act. 

Trust  Funds 

Funds  collected  and  used  by  the  Federal  Government  for  carrying  out  specified  purposes  and 
pZa^s  according  to  terms  of  a  trust  agreement  or  statute,  such  as  the  social  security  and 
Snem^oyment  trust  funds.  Trust  funds  are  not  available  for  the  general  purposes  of  the 
Government. 
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Secretary  Brown.  Thank  you,  Mr.  Chairman.  Thank  you  for  your 
kind  welcoming  remarks. 

It  is  a  pleasure  to  appear  before  you  today,  Mr.  Rogers,  Mr.  Mol- 
lohan,  and  other  members  of  the  Committee  who  will  be  joining  us. 
I  have  looked  forward  to  this  opportunity. 

One  of  the  most  important  things  that  we  do  to  establish  prior- 
ities is  to  participate,  hopefully  effectively,  in  the  budget  process. 
It  is  with  great  pleasure  that  I  appear  this  morning  to  testify  on 
behalf  of  the  President's  fiscal  year  1995  budget  for  the  Depart- 
ment of  Commerce. 

The  President's  budget  request  is  for  $4.2  billion,  as  you  have  in- 
dicated, Mr.  Chairman,  which  is  an  increase  of  $654  million  from 
the  fiscal  year  1994  level. 

Mr.  Chairman,  the  President's  budget  request,  I  believe,  is  more 
than  just  a  fiscal  document.  It  points  the  way  towards  what  I 
would  like  to  believe  is  the  true  renaissance  of  the  Department  of 
Commerce.  " 

In  his  State  of  the  Union  message,  the  President  pledged  to  con- 
tinue our  national  journey  of  renewed  and  expanded  economic  op- 
portunity and  job  creation  for  the  American  people.  The  mission  of 
the  Department  of  Commerce  is  absolutely  essential  and  central  to 
our  successful  completion  of  that  journey. 

I  would  like  you,  if  you  would,  for  a  moment  to  consider  the  re- 
sponsibilities that  we  have  been  given  which  are,  in  fact,  at  the 
very  heart  of  our  effort  to  create  an  environment  for  sustained  eco- 
nomic growth  and  job  creation  in  America. 

In  his  State  of  the  Union  message,  the  President  talked  about 
our  National  Export  Strategy,  of  which  we  are  very  proud.  He 
talked  about  the  need  to  invest  more  in  civilian  technology,  which 
you  mentioned  in  your  opening  remarks,  Mr.  Chairman.  He  talked 
about  building  the  National  Information  Infrastructure,  and  about 
sustainable  industrial  and  business  development.  He  talked  about 
positive  management  of  our  environmental  resources,  and  about 
the  kind  of  work  in  economic  development  that  is  symbolized  by 
our  efforts  to  assist  economically  distressed  urban  and  rural  com- 
munities, and  by  our  defense  conversion  efforts. 

For  next  year,  the  President's  budget  requests  an  18  percent  in- 
crease for  the  Department  of  Commerce,  and  this  comes  at  a  time 
when  overall  Federal  discretionary  spending  is  remaining  essen- 
tially level.  The  increase  clearly  reflects  a  vote  of  confidence  in  the 
Department  as  well  as  recognition  that  we  play  a  vital  role  in  pur- 
suing the  President's  economic  agenda. 

Our  vision  of  the  1995  budget  is  based  on  the  solid  foundation 
provided  by  the  Subcommittee,  and  by  the  Congress,  in  fiscal  year 
1994.  For  the  current  fiscal  year,  the  Congress  actually  provided 
more  funding  than  the  Administration  requested.  This  was  mostly 
due  to  a  greater  emphasis  on  funding  for  our  defense  conversion  ef- 
forts. 

Your  actions  complement  the  President's  belief  in  a  Federal  gov- 
ernment that  works   in  partnership  with  the  private   sector  to 
)roduce  concrete  results  for  our  economy.  This  relationship,  we  be- 
ieve,  marks  a  departure  from  the  recent  past  when  the  Commerce 
Department  budget  was  driven  down,  and  was  actually  less  in  con- 
stant dollars  in  1993  than  it  was  in  fiscal  year  1980. 
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Mr.  Chairman  and  Members  of  the  Committee,  our  fiscal  year 
1995  budget  will  extend  the  support  shown  by  the  President  and 
the  Congress  by  focusing  the  Commerce  Department's  resources  in 
five  key  cross-cutting  themes:  Civilian  Tecbjiology,  Export  Growth, 
including  our  National  Export  Strategy,  Economic  Development, 
Environmental  Stewardship  and  Assessment,  and  our  Economic  In- 
formation Infrastructure. 

These  themes  work  in  harmony  to  define  the  role  that  Commerce 
is  playing  in  helping  America's  businesses,  communities,  and  work- 
ers. In  my  oral  testimony,  this  morning,  let  me  note  just  a  few 
highlights.  , 

As  I  think  you  know,  Mr.  Chairman,  we  go  into  a  much  more  ex- 
tensive set  of  remarks  in  our  written  testimony  which  we  have  sub- 
mitted to  you. 

CIVILIAN  TECHNOLOGY 

First  is  Civilian  Technology.  President  Clinton's  technology  policy 
recognizes  that  our  past  technology  efforts  are  no  longer  adequate. 
The  nation  urgently  needs  improved  strategies  for  governmental/in- 
dustry cooperation  in  support  of  industrial  technology. 

Our  fiscal  year  1995  budget  meets  that  challenge.  For  the  Tech- 
nology Administration,  we  are  requesting  a  total  of  almost  $1  bil- 
lion. Specifically,  we  request  additional  funding  to  promote  eco- 
nomic growth  by:  stimulating  new  pre-competitive  technology 
through  our  Advanced  Technology  Program,  a  time-tested  and 
highly  successful  program  that  has  been  supported  by  both  Repub- 
lican and  Democratic  administrations. 

It  establishes  a  nation-wide  network  of  manufacturing  extension 
centers  through  the  Manufacturing  Extension  Partnership  Pro- 
gram, another  program  that  we  are  extremely  proud  of  We  would 
like  to  move  the  number  of  Manufacturing  Extension  Centers  from 
what  was  about  7  in  1993  to  100  by  1997,  and  the  fiscal  year  1995 
budget  moves  us  in  that  direction.  /.  v     tt  j 

Third  it  provides  additional  support  for  the  Office  of  the  Under 
Secretary  for  Technology  and  the  Office  of  Technology  Policy  to 
support  the  work  of  Dr.  Mary  Good,  the  new  Under  Secretary  for 
Technology,  as  she  assumes  the  additional  responsibilities  of  co- 
ordinating the  Administration's  Partnership  for  a  New  Generation 
of  Vehicles  Initiative,  and  for  chairing  the  new  Civilian  Industrial 
Technology  Committee  of  the  National  Science   and  Technology 

In  addition,  the  National  Telecommunications  and  Information 
Administration  requests  $134  million,  a  $63  million  increase,  for 
our  National  Information  Infrastructure  Initiatives. 

Just  this  week,  we  announced  the  beginning  of  the  process  to 
award  the  grants  included  in  our  fiscal  year  1994  budget  This  pro- 
gram, and  its  growth,  are  an  important  part  of  the  Administra- 
tion's strategy  towards  the  information  highways,  and  towards  en- 
suring that  those  high-tech  highways  are  a  path  for  linking  Ameri- 
cans together  and  not  a  barrier  dividing  them.  .       . 

We  believe  strongly  that  as  we  move  to  build  this  information  in- 
frastructure, that  we  cannot  create  a  society  of  information  haves 
and  have-nots.  And  that  is  why,  as  a  part  of  our  proposals,  we  have 
moved  towards  laying  the  groundwork  by  suggesting  that  by  the 
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year  2000,  every  school  in  America,  every  hospital  in  America, 
every  clinic  in  America,  every  library  in  America,  is,  in  fact,  at- 
tached, hooked  into,  connected,  to  the  information  superhighway. 

EXPORT  GROWTH 

Second,  the  subject  of  Export  Growth.  As  I  believe  you  know,  Mr. 
Chairman  and  Members  of  the  Committee,  I  had  the  honor  of 
chairing  the  Trade  Promotion  Coordinating  Committee,  which 
brought  together  the  19  agencies  of  the  Federal  government  in- 
volved in  export  promotion.  Most  thought  that  was  an  impossible 
task,  to  get  State,  Commerce,  Defense,  and  other  agencies,  includ- 
ing the  Department  of  Agriculture,  working  together  on  an  export 
strategy. 

We  were  successful  in  that  effort,  and  the  President  and  I  an- 
nounced that  strategy  in  September  of  last  year.  We  have  since 
been  in  the  process  of  implementing  it.  Obviously,  it  is  terribly  im- 
portant because  American  exports  equals  American  jobs.  For  every 
$1  billion  increase  in  exports,  we  create  20,000  new  jobs  for  the 
American  people.  We  think  it  is  a  very  important  effort  by  the 
Commerce  Department  and  by  the  Administration, 

In  the  short-term,  increased  exports  may  be  the  best  means  that 
we  have  of  boosting  our  economy  and  creating  jobs  in  America. 
Trade  issues  and  export  growth  are  clearly  priority  areas  for  this 
Administration. 

The  largest  single  item  will  go  directly  towards  reaching  the 
goals  that  our  National  Export  Strategy  has  set  is  a  $13  million  in- 
crease for  the  International  Trade  Administration  to  enhance  our 
network  of  trade  specialists.  This  will  enable  us  to  train  those  spe- 
cialists so  that  they  can  be  prepared  for  the  kind  of  competitive 
global  economy  in  which  we  need  to  compete,  to  expand  opportuni- 
ties for  American  exporters  in  critical  growth  markets,  and  to  use 
exports  to  facilitate  the  transition  from  defense  production  to  com- 
mercial marketing. 

This  includes  support  for  the  export  of  environmental  tech- 
nologies, which  I  mentioned  just  briefly  in  my  discussion  of  Civilian 
Technology.  Again,  Mr.  Chairman  and  Members  of  the  Committee, 
what  has  happened  in  environmental  technology  ought  to  be  a  les- 
son for  all  of  us.  It  wasn't  long  ago  that  we  were  having  a  major 
debate  in  America,  which  tended  to  assume  that  if  you  cared  about 
the  environment,  you  didn't  care  about  jobs  or  growth. 

We  have  found  out  over  the  last  decade  that  we  have  created  a 
whole  new  sector  of  our  economy  called  Environmental  Technology 
where  we  are  the  world  leaders.  There  are  tremendous  export  op- 
portunities for  us,  the  opportunity  to  create,  I  believe,  virtually 
hundreds  of  thousands  of  jobs  for  the  American  people  in  the  area 
of  environmental  technology. 

ECONOMIC  DEVELOPMENT 

The  third  area,  a  very  important  one,  is  Economic  Development. 
Reinvigorating  both  the  Economic  Development  Administration  and 
the  Minority  Business  Development  Agency  is  crucial  to  assisting 
distressed  American  communities  and  businesses. 

That  is  why  EDA  requests  $140  million  to  find  alternative  uses 
for  closing  or  shrinking  the  Department  of  Defense,  the  Depart- 
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ment  of  Energy  and  major  contractor  facilities,  and  to  return  these 
areas,  these  communities,  to  a  self-sustaining  footing. 

EDA  also  seeks  $50  million  in  budget  authority  to  support  what 
will  be  leveraged  into  a  $269  million  loan  guarantee  program  to  fill 
the  gap  in  current  Federal  credit  programs  for  business  develop- 
ment This,  we  believe,  will  give  EDA  another  tool  in  their  com- 
prehensive approach  to  community  assistance,  which  already  pro- 
vides for  pubUc  works  and  economic  adjustment  assistance. 

This  program  will  provide  additional  resources  that  will  work  in 
concert  with  our  current  efforts.  Ongoing  programs  include  grants 
for  public  works  and  development  facilities;  planning  and  coordina- 
tion grants  for  communities;  technical  assistance  grants,  including 
the  University  Center  program;  economic  and  industrial  trends  re- 
search; and  economic  adjustment  grants.  Our  efforts  support  rural 
and  urban  communities  aUke. 

The  final  phase  of  our  economic  developnient  package  will  be  to 
provide  MBDA  a  $2  milUon  increase  for  additional  MEGA  Centers. 
We  think  the  MEGA  Center  approach  is  an  important  one.  It  pro- 
vides, in  effect,  one-stop  shopping  for  minority  entrepreneurs  and 
improves  access  for  minority  firms  to  capital  and  Federal  procure- 

"^^St^t^umrout!  when  you  analyze  the  effects  of  these  policies  on 
minority  businesses,  one  of  the  big  opportunities  is  government 
procurement.  But  when  you  talk  to  minority  entrepreneurs,  you 
find  that  one  of  the  biggest  difficulties  they  have,  as  many  snia^l 
business  people  have  around  America,  is  access  to  capital.  We  want 
to  give  some  focus  to  MBDA  on  that  subject,  on  how  we  can  encour- 
age and  enhance  access  to  capital. 

ENVIRONMENTAL  STEWARDSHIP  AND  ASSESSMENT 

Fourth  is  the  issue  of  Environmental  Stewardship  and  Assess- 
ment. This  Administration  is  committed  to  an  environmental  strat- 
egy that  promotes  sustainable  development  and  rejects  the  need  tor 
what  we  beUeve  are  the  false  choices  between  environmental  goals 

and  economic  health.  ,      .     *  j    •   •  i.  „*.;«„ 

NOAA,  the  National  Oceanic  and  Atmospheric  Administration, 
the  Department's  largest  component,  promotes  stewardship  ot  the 
global  environment  by  managing  natural  resources  a^d  monitoring 
and  predicting  changes  in  the  earth's  environment.  This  enables  us 
to  liKade,^development,  and  technology  with  environmental  is- 

^""We  have  created  within  the  Department  of  Commerce  an  Office 
of  Sustainable  Development  which  is  now  led  by  a  former  mayor 
of  a  fishing  community.  New  Bedford,  Massachusetts  oenh^ce 
our  ability  to  be  sensitive  to  the  confluence  of  some  of  these  envi- 
ronmental and  economic  issues.  4.„;„oK1^  fiaV. 
NOAA  requests  a  $52.2  million  increase  to  build  sustainable  fish- 
eries and  recover  protected  species  through  new  management  and 
recovery  plans.  NOAA  will  also  promote  coastal  ecosystem  health 
[Sough  improved  management  techniques  and  will  modernize 
navSoi  £id  positionini  services.  These  efforts  have  the  poten- 
Sal  to  add  more  then  300,000  jobs  and  an  $8  billion  increase  to  our 
gross  domestic  product. 
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NOAA's  environmental  assessment  and  prediction  activities  com- 
prise the  majority  of  the  bureau's  activities  and  are  the  source  of 
its  largest  increase,  that  of  $78.2  million  to  the  Operations,  Re- 
search and  Facilities  account  to  continue  the  modernization  of  the 
Weather  Service,  which  is  of  absolutely  crucial  importance,  and  to 
expand  climate  and  global  change  research. 

NOAA's  $170.5  million  decrease  from  fiscal  year  1994,  that  is  in 
the  total  budget,  largely  reflects  changing  infrastructure  require- 
ments. Current  activities  regarding  fleet  modernization  and  facility 
maintenance  and  facility  construction  will  continue,  but  at  lower 
levels,  than  in  fiscal  year  1994.  This  is  due  primarily  to  reduced 
requirements  for  Weather  Forecast  Office  construction  and  other 
non-recurring  projects. 

ECONOMIC  INFORMATION  INFRASTRUCTURE 

Fifth  and  finally,  Mr.  Chairman  and  Members  of  the  Committee, 
is  the  area  of  Economic  Information  Infrastructure.  Political  and 
economic  decision-making  depend  on  the  quality  of  economic  infor- 
mation, and  American  business  and  industry  needs  information  as 
much  as  it  needs  labor  and  materials.  But,  our  data  is  weakest  in 
the  areas  where  economic  change  has  been  the  most  dynamic. 

I  see  a  number  of  areas  where  improved  statistics  are  essential 
to  the  nation's  economic  well-being.  That  is  what  our  budget  re- 
quest would  achieve. 

We  are  also  seeking  additional  funds  for  the  Year  2000  Decennial 
Census  planning,  to  improve  the  accuracy  of  the  count,  something 
that  we  are  all  committed  to  doing.  I  think  it  is  unacceptable  after 
each  census  to  have  two  sets  of  numbers,  and  therefore,  have  to  en- 
gage in  endless  litigation  to  figure  out  what  census  numbers  are 
right;  to  set  rural  areas  against  urban  areas,  or  region  against  re- 
gion, state  against  state.  It  doesn't  make  a  lot  of  sense  to  me,  and 
we  have  to  do  a  better  job  in  making  sure  that  we  have  one  accu- 
rate, credible  set  of  census  numbers,  and  that  is  exactly  what  this 
budget  request  will  help  us  to  do. 

All  of  the  themes  that  I  have  spoken  about,  Mr.  Chairman — our 
program  missions  and  the  ways  that  we  are  managing  the  Depart- 
ment to  implement  those  themes — work  in  harmony  to  define  the 
critical  role  that  this  new  and  renewed  Department  of  Commerce 
will  play  in  helping  America's  businesses  and  communities  and 
workers  make  the  journey  to  economic  renewal. 

Our  message  is  clear.  This  budget  request  reflects  a  vote  of  con- 
fidence in  the  Department  of  Commerce  and  a  recognition  of  the 
central  role  that  the  Department  is  playing  in  pursuing  the  eco- 
nomic themes  that  the  President  has  voiced  since  January  of  1993 
and  reiterated  in  his  State  of  the  Union  address. 

I  would  be  very  happy  to  respond  to  your  questions,  Mr.  Chair- 
man, and  the  questions  of  the  Members  of  the  Committee. 

[The  prepared  statement  of  Secretary  Brown  follows:] 
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PRFPARED  STATEMENT  BY 

RONALD  H.  BROWN 

.qFORFTARY  OF  COMMERCE 

RFFORF  THE  SUBCOMMITTEE  ON 

COMMERCE.  .lUSTICE.  STATF   THF  JUDICIARY 

AND  RELATED  AGENCIES 

COMMITTEE  ON  APPROPRIATIONS 

HOURF  OF  REPRESENTATIVES 

MARCH  10.  1994 


In  his  State  of  the  Union  message,  the  President 
pledged  to  continue  our  national  journey  of 
renewed  and  expanded  economic  opportunity  and 
job  creation  for  the  American  people.   The  mission 
of  the  Department  of  Commerce  is  central  to  our 
successful  completion  of  that  journey.   The 
President's  emphasis,  expressed  in  the  FY  1995 
budget  I  am  discussing  today,  marks  the 
"renaissance"  of  the  Department  of  Commerce. 

Consider  the  responsibilities  we  have  been  given. 
In  his  State  of  the  Union  message,  the  President 
talked  about  our  National  Export  Strategy,  about 
the  need  to  invest  more  in  civilian  technology, 
about  building  the  National  Information 
Infrastructure,  about  sustainable  industrial  and 
business  development,  about  positive  management 
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of  our  environmental  resources,  and  about  the  kind 
of  work  in  economic  development  that  is 
symbolized  by  our  efforts  to  assist  economically 
distressed  urban  and  rural  communities  and  our 
defense  conversion  efforts. 

For  next  year,  the  President's  budget  requests  an 
18%  increase  for  Commerce  --  and  this  comes  at  a 
time  when  overall  Federal  discretionary  spending  is 
remaining  essentially  level.   The  increase  clearly 
reflects  a  vote  of  confidence  in  the  Department,  as 
well  as  recognition  that  we  play  a  vital  role  in 
pursuing  the  President's  economic  agenda. 

The  vision  of  our  FY  1995  budget  is  based  on  the 
solid  foundation  provided  by  the  Subcommittee, 
and  by  the  Congress,  for  FY  1994.    For  the  current 
fiscal  year,  you  actually  provided  more  funding  than 
the  Administration  had  requested,  mostly  due  to 
greater  funding  for  our  defense  conversion  efforts. 
Your  actions  complement  the  President's  belief  in  a 
federal  government  that  works  in  partnership  with 
the  private  sector  to  produce  concrete  results  for 
our  economy.   This  relationship  marks  a  departure 
from  the  recent  past,  where  the  federal 
government's  detachment  from  the  private  sector 
drove  Commerce's  budget  down  --  the  FY  1993 
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budget  was  less  in  constant  dollars  than  it  was  in 
1980. 

The  President's  FY  1995  budget  request  is  for  $4.2 
billion,  an  increase  of  $654  million  from  the  FY  1994 
level  of  $3,575  billion.    Full-time  equivalent 
employment  in  FY  1995  will  be  35,754,  slightly  less 
than  in  FY  1994. 

This  request  will  extend  the  support  shown  by  the 
President  and  the  Congress,  by  focusing 
Commerce  resources  in  five  cross-cutting  themes: 
Civilian  Technology,  Export  Growth,  Economic 
Development,  Environmental  Stewardship  and 
Assessment,  and  the  Economic  Information 
Infrastructure.   These  themes  work  in  harmony  to 
define  the  role  that  Commerce  is  playing  in  helping 
America's  businesses,  communities,  and  workers. 

Each  of  these  themes  is  supported  by  the 
President's  FY  1995  budget. 


Civilian  Technology 

The  U.S.  government's  old  technology  policy 
focused  on  military,  civilian  research,  or  mission- 
oriented  activities.   But  President  Clinton's 
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technology  policy  recognizes  that  those  earlier 
efforts  are  no  longer  adequate.   The  Nation  urgently 
needs  improved  strategies  for  government/industry 
cooperation  in  the  support  of  industrial  technology. 

Our  FY  1995  budget  meets  that  challenge.    For  the 
Technology  Administration,  we  are  requesting  a 
total  of  $964  million.    Specifically  for  the  National 
Institute  of  Standards  and  Technology  (NIST),  we 
request  $935  million,  a  $415  million  increase,  to 
promote  economic  growth  by: 

o  stimulating  new  pre-competitive  technology 
through  the  Advanced  Technology  Program 
(ATP) 

o     establishing  a  nationwide  network  of 
manufacturing  extension  centers  through 
the  Manufacturing  Extension  Partnership 
program  (MEP) 

o     expanding  NIST  laboratory  support  for 
industry-oriented  R&D 

0     upgrading  NIST  laboratories. 

For  the  Office  of  the  Under  Secretary  for 
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Technology  and  the  Office  of  Technology  Policy, 
we  request  $11.3  million,  a  $5.6  million  increase,  to 
support  the  Under  Secretary  as  she  assumes  the 
additional  responsibilities  for  coordinating  the 
Administration's  Partnership  for  a  New  Generation 
of  Vehicles  Initiative,  and  for  chairing  the  new 
Civilian  Industrial  Technology  Committee  of  the 
National  Science  and  Technology  Council. 

The  National  Telecommunications  and  Information 
Administration  (NTIA)  requests  $134  million,  a  $63 
million  increase,  for  the  National  Information 
Infrastructure  (Nil).    Funds  will  also  be  used  to 
speed  the  upcoming  spectrum  auction,  the  income 
from  which  will  help  ease  the  federal  deficit. 

The  Patent  and  Trademark  Office  (PTO)  is 
exclusively  funded  by  fees.    In  FY  1995,  those  fees 
will  be  used  to  cover  operations  as  well  as 
modernization  efforts  to  facilitate  the  examination  of 
patent  and  trademark  applications.   Adopting  our 
proposed  change  in  treatment  of  patent  surcharge 
fees  provides  the  Appropriations  Committee  greater 
flexibility  in  funding  the  programs  under  your 
jurisdiction. 

I  will  discuss  the  National  Oceanic  and  Atmospheric 
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Administration  (NOAA)  budget  in  greater  detail  in  a 
moment,  but  let  me  note  that,  as  part  of  our  civilian 
technology  efforts,  NOAA  requests  $15.5  million  for 
High  Performance  Computing  and 
Communications,  and  $14.5  million  for  an  effort 
with  NIST  and  the  International  Trade  Administration 
(ITA)  to  promote  environmental  technologies.   The 
$5  million  that  NIST  requests  for  their  portion  of  this 
initiative  will  provide  the  necessary  measurement 
basis  for  their  program.    ITA  requests  $4.1  million  to 
boost  the  export  of  environmental  technology 
products  and  services,  and  advance  the  U.S.  share 
of  the  global  technology  market. 

In  addition,  Commerce  requests  a  one-time 
appropriation  of  $18  million  to  implement  our 
portion  of  the  1991  American  Technology 
Preeminence  Act  (PL  102-245),  and  to  fund 
Departmental  participation  in  activities  under  the 
National  Information  Infrastructure.    I  want  the 
Department  of  Commerce  -  and  all  of  its 
information  -  to  be  "on-line".   This  appropriation  will 
help  us  meet  that  goal. 


Export  Growth 

The  Trade  Promotion  Coordinating  Committee 
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(TPCC),  which  I  chair,  has  launched  the  National 
Export  Strategy.    In  the  short  term,  in  fact, 
increased  exports  may  be  the  best  means  we  have 
of  boosting  job  creation  in  the  United  States.   We 
believe  that  US  exports  can  reach  $1  trillion  by  the 
start  of  the  next  decade,  producing  six  million  new 
jobs.   Trade  issues  and  export  growth  are  priority 
areas  for  us. 

For  next  year,  the  Department  of  Commerce's 
request  includes: 

o     A  $12.8  million  increase  for  ITA,  to  enhance 
our  network  of  trade  specialists,  expand 
opportunities  for  American  exporters  in 
critical  growth  markets,  and  use  exports  to 
facilitate  the  transition  from  defense 
production  to  commercial  marketing.   This 
includes  support  for  the  export  of 
environmental  technologies,  which  I 
mentioned  in  my  discussion  of  Civilian 
Technology  theme. 

o     A  $7.7  million  increase  for  the  Bureau  of 
Export  Administration  (BXA),  for 
streamlining  the  export  licensing  process,  in 
response  to  recommendations  by  the 
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National  Performance  Review  (NPR)  and 
the  TPCC. 

o     $17.9  million  for  the  US  Travel  and  Tourism 
Administration  (USTTA),  to  support  greater 
development  in  the  international  tourism 
market. 

Economic  Development 

I  believe  that  re-invigorating  both  the  Economic 

Development  Administration  (EDA)  and  the  Minority 

Business  Development  Agency  (MBDA)  is  crucial  to 

assisting  distressed  American  communities  and 

businesses. 

Under  this  theme,  EDA  requests  $140  million  to  find 
alternative  uses  for  closing  or  shrinking  Department 
of  Defense,  Department  of  Energy,  and  major 
contractor  facilities,  and  to  return  these  areas  to  a 
self-sustaining  footing.   To  further  strengthen  its 
ability  to  provide  assistance  across  the  nation,  EDA 
also  seeks  $4.1  million  to:  fund  an  Office  of 
Economic  Conversion  Information;  improve  grants 
administration  processes;  enhance  management 
information  systems;  and,  increase  the  bureau's 
policy  analysis  and  performance  measurement 
capabilities. 
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EDA  seeks  $50  million  in  budget  authority  to 
support  a  $269  million  loan  guarantee  program  to 
fill  the  gap  in  current  federal  credit  programs  for 
business  development.   This  will  give  EDA  another 
tool  in  their  comprehensive  approach  to  community 
assistance,  which  already  provides  for  public  works 
and  economic  adjustment  assistance. 
EDA  provides  grants  that  will  help  reduce 
substantial  and  persistent  unemployment  in 
economically  distressed  areas.   Ongoing  programs 
include:  grants  for  public  works  and  development 
facilities;  planning  and  coordination  grants  for 
communities;  technical  assistance  grants,  including 
the  University  Center  program;  economic  and 
industrial  trends  research;  and,  economic 
adjustment  grants  which  provide  a  package  of 
assistance  tools  to  help  communities  counteract 
either  a  gradual  erosion  or  sudden  dislocation  of 
the  local  economic  structure.    Rural  communities, 
especially,  benefit  from  such  support. 

The  final  phase  of  our  economic  development 
package  will  be  provided  by  the  MBDA,  which 
requests  a  $2  million  increase  for  an  additional 
Minority  Enterprise  Growth  Assistance  (MEGA) 
Center  and  to  improve  access  for  minority  firms  to 
capital  and  federal  procurement  opportunities. 
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Environmental  Stewardship  and  Assessment 
This  Administration  is  committed  to  an 
environmental  strategy  that  promotes  sustainable 
development  and  rejects  the  need  for  false  choices 
between  environmental  goals  and  economic  health. 
NOAA,  the  Department's  largest  component, 
promotes  stewardship  of  the  global  environment  by 
managing  natural  resources  and  monitoring  and 
predicting  changes  in  the  Earth's  environment. 
This  enables  us  to  link  trade,  development,  and 
technology  with  environmental  issues. 

NOAA  requests  a  $52.2  million  increase  to  build 
sustainable  fisheries  through  new  management  and 
recovery  plans.    NOAA  will  also  promote  coastal 
ecosystem  health  through  improved  management 
techniques,  and  will  modernize  navigation  and 
positioning  services.   These  efforts  have  the 
potential  to  add  300,000  jobs  and  an  $8  billion 
increase  to  our  Gross  Domestic  Product  by  the  end 
of  the  decade. 

NOAA's  environmental  assessment  and  prediction 
activities  comprise  the  majority  of  that  bureau's 
activities  and  are  the  source  of  its  largest  increase, 
$78.2  million,  to  continue  the  modernization  of  the 
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Weather  Service,  and  expand  Climate  and  Global 
Change  Research. 

NCAA's  $170.5  million  decrease  from  FY  1994 
largely  reflects  changing  infrastructure 
requirements.    Current  activities  regarding  fleet 
modernization  and  facility  maintenance  and 
construction  will  continue,  but  at  lower  levels.   This 
is  due  primarily  to  reduced  requirements  for 
Weather  Forecast  Office  (WFO)  construction  and 
non-recurring  projects. 

The  Economics  and  Statistics  Administration  (ESA) 
requests  $3.8  million  to  gather  more  data  on 
pollution  abatement  spending  and  to  develop  a 
measure  of  Gross  Domestic  Product,  Green  GDP, 
that  takes  into  account  changes  in  our 
environment. 


Economic  Information  Infrastructure  Initiative  (EI3) 
Political  and  economic  decision-making  depend  on 
quality  economic  information,  and  American 
business  and  industry  needs  information  as  much 
as  it  needs  labor  and  materials.   But,  as  Fortune 
magazine  has  noted,  "America's  system  for 
gathering  and  interpreting  economic  statistics  has 


169 


12 


fallen  into  disrepair.   The  resulting  mis- 
measurements  make  it  harder  than  ever  to 
understand  what  is  happening  to  the  economy." 
Our  data  are  weakest  in  areas  where  economic 
change  has  been  most  dynamic. 

I  see  a  number  of  areas  where  improved  statistics 
are  essential  to  the  nation's  economic  wellbeing. 
Successful  trade  negotiations  and  the  monitoring  of 
trade  agreements  depend  on  high-quality  statistics, 
as  agreed  on  by  our  selves  and  our  trading 
partners.    Improved  measures  of  competitiveness  in 
American  industries  will  sharpen  our  understanding 
of  the  sources  and  extent  of  new  buildings  and 
equipment,  allowing  us  to  see  more  clearly  which 
industries  are  expanding.    Better  information  will 
also  enable  us  to  make  faster  final  revisions  to  the 
past  year's  GDP,  which  in  turn  make  current  and 
future  years'  economic  forecasts  more  timely  and 
accurate.   As  one  example  of  our  making  some  of 
the  improvements  essential  in  this  area,  our  Bureau 
of  Economic  Analysis  introduced  the  quality- 
adjusted  price  index  into  the  computation  of  GDP, 
raising  the  business  equipment  component  of  that 
measure  60  percent  over  the  1982-1992  decade. 

For  Economic  Information  Infrastructure  Initiative 


170 


13 


(EI3)  activities  in  the  Economics  and  Statistics 
Administration  (ESA)  and  the  Bureau  of  the  Census, 
we  request: 

o     A  total  FY  1995  budget  of  $48.6  million  for 
2000  Decennial  Census  planning,  to 
improve  the  accuracy  of  the  count  and 
strive  to  keep  real  costs  at  or  below  the 
level  of  the  1990  census,  including  testing 
in  1995  of  a  variety  of  basic  changes  in 
how  the  census  may  be  conducted. 

o     An  increase  of  $13.9  million  to  strengthen 
ESA  data  collection  and  analysis  methods, 
to  implement  the  System  of  National 
Accounts,  and  to  improve  information 
dissemination. 

o     An  increase  of  $18.2  million  to  restructure 
and  reengineer  methods  and  technology  for 
collecting  information  at  the  lowest  cost. 
These  efforts  range  from  implementation  of 
the  Computer  Aided  Survey  Information 
Collection  (CASIC)  system  to  a  major 
upgrade  of  the  existing  1970's  mainframe 
data  processing  environment. 
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All  of  the  themes  I've  spoken  about  --  our  program 
missions  and  the  ways  we're  managing  the 
Department  to  implement  those  themes  --  work  in 
harmony  to  define  the  critical  role  that  this  new  and 
renewed  Department  of  Commerce  will  play  in 
helping  America's  businesses,  communities,  and 
workers  make  the  journey  of  economic  renewal. 

Our  message  is  clear.  This  budget  request  reflects 
a  vote  of  confidence  in  the  Department  of 
Commerce  and  a  recognition  of  the  central  role  that 
the  Department  is  playing  in  pursuing  the  economic 
themes  that  the  President  voiced  in  his  State  of  the 
Union  message. 

I  would  be  happy  to  answer  any  questions  you  may 
have  about  our  FY  1995  budget  request. 
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EXPORT  GROWTH 


Mr.  Smith.  Mr.  Secretary,  you  have  indicated  pretty  clearly 
throughout  your  entire  presentation  that  we  are  going  to  put  heavy 
emphasis  upon  exporting,  highly  competitive,  high-technology  prod- 
ucts to  provide  jobs  in  this  country. 

There  is  some  good  news  in  this  regard.  Recent  statistics  show 
that  the  United  States  is  17  percent  more  competitive  than  it  was 
the  year  before,  and  that  U.S.  workers  last  year  were  14  percent 
more  efficient  than  Grerman  workers,  22  percent  more  than  Japa- 
nese workers,  which  is  a  turnaround. 

Now,  part  of  that,  of  course,  is  because  we  had  an  increased  vol- 
ume last  year.  Our  automobile  industry,  for  example,  increased  its 
market  share.  But  it  also  indicates  something  else  is  going  on,  and 
part  of  it,  I  think,  is  our  new  manufacturing  system  which,  to  some 
extent,  copies  the  defense  system  that  we  developed  in  the  1980s 
where  you  have  an  assembly  plant  and  they  buy  highly  competitive 
products  and  assemble  them  at  the  assembly  plant  instead  of  try- 
ing to  manufacture  everything  in-house. 

So  all  of  what  you  are  talking  about  is  very  important.  You  have 
the  objectives  of  producing  high-quality  products  at  very  competi- 
tive prices,  and  then  you  have  export  promotion  and  growth,  and 
then  the  export  licensing  system  so  people  can  export  what  they 
have  produced. 

EXPORT  LICENSING 

So  my  first  question  is  on  the  last.  What  are  we  doing  to  make 
sure  that  American  producers  can  export  what  they  produce  with- 
out having  to  go  through  such  an  obstacle  course  in  the  govern- 
ment, to  perhaps  only  be  turned  down  at  the  end  of  it? 

Secretary  BROWN.  Well,  you  are  absolutely  right,  Mr.  Chairman, 
in  tying  those  issues  together.  They  are  critical  to  our  goal  of  eco- 
nomic growth.  We  think  we  have  made  tremendous  progress  in  the 
area  of  export  licensing. 

Mr.  Smith.  Is  there  an  interagency  council? 

Secretary  BROWN,  It  was  a  part  of  the  Trade  Promotion  Coordi- 
nating Committee  process.  When  we  issued  our  National  Export 
Strategy  in  September,  I  believe  the  key  element  in  it  was  our 
change  in  export  control  regime. 

There  is  a  basic  attitude  or  philosophy  behind  that  change.  My 
judgment  is  that  if  you  can  walk  out  of  this  building  and  go  over 
to  Radio  Shack  and  buy  something  off  the  shelf,  an  Ajmerican  man- 
ufacturer shouldn't  be  restricted  from  exporting  that  product. 
There  would  be  some  destination  exceptions,  of  course,  but  in  gen- 
eral, that  ought  to  be  our  principle.  That  has  not  been  our  prin- 
ciple. 

If  the  Cold  War  is  over,  we  need  to  start  acting  like  it  is  over. 
In  that  context,  we  have  to  show  our  concern  about  nonprolifera- 
tion  and  arms  control  issues,  as  we  will  obviously  continue  to  do. 
But  we  can't  paralyze  American  manufacturers. 

We  moved  through  the  system,  this  19-agency  consultation,  some 
new  procedures  that  basically  demonstrated  our  desire  to  decontrol 
in  a  number  of  areas — supercomputers,  computers,  electronics,  tele- 
communications— and  you  have  begun  to  see  the  results  of  those 
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changes.  More  are  being  recommended  in  our  Export  Administra- 
tion Act  reauthorization  this  year,  which  is  now  before  the  Con- 
gress. Hearings  have  not  yet  begun  on  it,  but  more  steps  in  that 
direction  will  be  taken.  We  are  going  to  be  thoughtful  in  the  way 
we  move;  we  are  going  to  be  careful  in  the  way  we  move. 

There  is  no  question,  Mr.  Chairman,  that  we  have  to  change  the 
way  we  think  about  exports.  We  have  to  make  exporting  easier,  not 
more  difficult. 

ONE-STOP  SHOPS 

The  other  thing  I  might  add,  Mr.  Chairman,  is  we  have  set  up 
some  one-stop  shops  for  exporters;  four  of  them  so  far.  Three  have 
formally  opened.  They  are  Baltimore,  Miami,  and  Chicago.  The 
fourth  in  Los  Angeles/Long  Beach  is  open  for  business  with  the  for- 
mal opening  to  be  announced.  We  are  going  to  do  more  of  that 
around  the  country.  So  particularly  small  and  medium-sized  busi- 
nesses that  need  some  help,  that  need  some  hand-holding,  don't 
just  get  shifted  around  from  pillar  to  post,  they  can  now  go  to  one 
place  and  obtain  the  needed  information. 

So  we  think  we  have  made  significant  progress. 

Mr.  Smith.  Well,  in  the  past  I  know  they  have  had  other  agen- 
cies, like  Defense  and  Commerce  sind  three  or  four  others  involved 
in  licensing  for  certain  products,  and  apparently  Defense  had  a  big, 
big  part  on  those  decisions.  How  has  that  changed?  Do  you  still 
have  other  agencies  involved? 

Secretary  Brown.  Commerce  has  tended  to  take  a  leadership 
role  in  this  process.  There  seems  to  be,  I  am  pleased  to  say,  a  shift 
away  from  a  unilateral  approach  to  a  multilateral  approach  to  get 
down  to  the  practical  consequences  of  our  action. 

If,  in  fact,  our  action  by  itself  does  not  achieve  the  goal  that  we 
would  like  to  achieve  in  the  international  arena,  that  ought  to  have 
some  impact  on  whether  we  move  down  that  road.  If,  in  fact,  we 
can  convince  our  allies  to  do  as  we  do,  so  that  the  ultimate  result 
is  what  we  would  like,  obviously  that  would  cause  a  different  kind 
of  decision  on  our  part. 

So  I  would  say,  Mr.  Chairman,  that  there  is  a  shift  in  the  deci- 
sion-making process.  There  still  is  interagency  coordination,  inter- 
agency dialogue,  but  I  think  you  would  note,  Mr.  Chairman,  from 
the  decisions  that  have  been  made  in  recent  months,  the  role  of  the 
Commerce  Department  has  been  significantly  increased  in  that 
process. 

Mr.  Smith.  Maybe  we  can  limit  it  to  a  couple  of  questions  the 
first  round  and  come  back. 

Mr.  Rogers? 

FY  1995  BUDGET  INCREASES 

Mr.  Rogers.  Mr.  Secretary,  welcome  to  our  Subcommittee  again. 
It  is  good  to  see  you  and  your  staff. 

Secretary  Brown.  Thank  you,  Mr.  Rogers. 

Mr.  Rogers.  Last  year,  we  were  so  pinched  for  monies  on  this 
Subcommittee  that  we  couldn't  do  anywhere  near  what  we  wanted 
to  do — and  it  is  going  to  be  worse  this  year.  Yet  you  are  requesting 
an  18  percent  increase  at  a  time  when  most  of  the  other  agencies 
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we  are  dealing  with  either  are  taking  a  cut  from  the  current  year 
or  at  best  being  frozen. 

It  is  a  significant  increase  and  a  significant  anomaly  from  the 
other  agencies  we  deal  with.  So  you  are  going  to  be  held  to  a  higher 
standard  to  prove  your  case  than  an  agency  that  is  being  a  trifle 
more  modest  in  their  requests.  Not  to  say  that  you  £ire  in  error,  I 
am  sure  you  are  not  in  error.  But,  as  you  well  know,  an  80  percent 
increase  for  NIST,  a  $68  million  increase  for  Census,  a  big  increase 
for  NTIA  Euid  so  forth,  those  are  going  to  be  hard  to  defend  at  a 
time  when  we  are  so  pinched  for  monies. 

How  can  you  come  here  asking  for  an  18  percent  increase  for 
these  agencies  at  a  time  when  we  are  having  to  cut  FBI  and  DEA 
and  other  vital  programs? 

Secretary  Brown.  Small  department,  big  and  important  mission, 
Mr.  Rogers.  The  fact  is  that  we  still  have  the  smallest  budget  of 
any  Department  of  the  Federal  government,  not  even  close  to  the 
next  smallest  in  the  Federal  Grovemment. 

ECONOMIC  SECURITY 

We  have  a  mission  that  has  grown  in  importance.  It  has  grown 
in  importance  as  our  nation  focuses  more  on  our  economic  security. 
I  think  we  have  concluded,  I  believe  all  of  us  have  concluded,  that 
our  national  security  is  now  inextricably  tied  to  our  economic  secu- 
rity, and  the  fact  is  that  the  mission  of  the  Commerce  Department 
is  at  the  very  heart  of  our  effort  to  ensure  economic  growth — export 
promotion  and  trade,  technology,  telecommunications — the  cutting 
edge  issues  that  are  going  to  have  a  major  impact  on  our  ability 
to  compete  and  win  as  a  nation  in  this  very  tough  global-economic 
arena. 

So  we  are  confident  that  this  budget  request  is  reasonable,  ra- 
tional, supportable.  We  made  some  very  tough  decisions  in  the  Ad- 
ministration in  preparing  this  budget  for  submission  to  the  Con- 
gress. We  took  into  account  a  number  of  the  factors  that  you  have 
raised,  Mr.  Rogers,  and  tried  to  balance  the  various  equities.  And 
although  it  is  an  18  percent  increase,  it  is  an  18  percent  increase 
on  the  smallest  base  in  the  Federal  government,  and  a  base  that 
has  been  declining.  And  as  I  indicated  in  my  testimony,  Mr;  Rog- 
ers, in  1993,  smaller  in  real  dollars  than  in  1980. 

Part  of  that  is  because  there  had  been  an  attitude — I  believe  a 
wrong  attitude — that  the  kind  of  partnership  we  are  trying  to  forge 
with  the  private  sector  was  not  necessary.  I  think  we  have  con- 
cluded as  a  nation  that  it  is  necessary  if  we  are  going  to  compete 
and  if  we  look  at  what  our  international  competitors  are  doing.  And 
I  believe,  Mr.  Rogers,  that  we  have  the  ability  to  manage  these  in- 
creases because  of  the  management  team  we  have  put  together. 

I  neglected  at  the  beginning  of  my  testimony  to  introduce  the 
most  important  person  in  this  process,  and  that  is  Tom  Bloom,  our 
new  Assistant  Secretary  for  Administration  and  Chief  Financial  Of- 
ficer, who  has  done  a  terrific  job  in  a  short  time. 

We  believe  that  this  request  is  appropriate.  We  believe  it  will 
help  us  to  meet  our  mission.  We  certainly  respect  the  questions 
that  you  have  raised  about  that. 
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DEFENSE  CONVERSION 

Mr.  Rogers.  Now,  I  am  concerned  about  the  Economic  Develop- 
ment Administration.  Yes,  you  have  requested  an  increase  in  mon- 
ies, but  all  of  that  is  to  go  to  defense  conversion. 

Secretary  Brown.  $50  million  is  for  the  new  loan  guarantee 
fund,  Mr.  Rogers. 

Mr.  Rogers.  Yes.  And  as  I  understand  it,  that  new  loan  fund  is 
specifically  limited  to  urban  and  larger  populated  areas  of  the 
country. 

Secretary  BROWN.  No,  it  is  not  at  all. 

Mr.  Rogers.  There  is  not  a  50,000-population  floor  under  that? 

Secretary  Brown.  No. 

Mr.  Rogers.  It  appears  you  are  focusing  your  resources  on  "stra- 
tegic areas"  and  industries — defense  communities,  urban  areas  and 
high-tech  industries  to  the  detriment — and  correct  me  if  I  am 
wrong — of  areas  that  have  long  been  economically  depressed  and 
for  which  EDA  was  originally  formed.  Am  I  misdirected  in  my  un- 
derstanding? 

Secretary  Brown.  I  wouldn't  call  it  misdirected,  Mr.  Rogers,  but 
let  me  try  to  explain. 

I  have  a  deep  commitment  to  the  kind  of  public  works  approach 
that  EDA  has  traditionally  taken.  We  believe  that  this  budget  re- 
quest will  reinforce  that.  It  will  free  up  the  remaining  public  works 
dollars  for  just  the  kind  of  emphasis,  just  the  kind  of  focus,  just  the 
kind  of  targeting  that  your  question  reflects. 

We  think  providing  separate  designated  money  for  defense  con- 
version will  help  to  take  those  communities  away  as  competitors 
from  some  of  the  rural  communities  that  are  economically  dis- 
tressed and  really  do  need  additional  resources.  We  think  that  the 
loan  guarantee  fund  that  we  have  suggested  fills  a  significant  gap 
that  exists  in  our  present  Federal  loan  process. 

I  have  talked  to  Erskine  Bowles  at  the  SBA  about  it.  I  know  that 
he  testified,  I  think  yesterday  or  the  day  before,  on  this  matter. 
What  we  have  found  is  that  there  are  a  lot  of  businesses  that  are 
falling  between  the  cracks,  and  although  the  SBA  process  is  to 
evaluate  individual  applicants  and  to  determine  their  creditworthi- 
ness, ours  is  really  a  comprehensive  economic  development  ap- 
proach, and  the  loan  guarantee  fund  is  a  part  of  that. 

To  take  $50  million  in  government  money  and  leverage  it  toward 
$269  million  in  help  for  distressed  communities,  urban  and  rural 
communities,  we  think  is  a  positive  approach. 

Mr.  Rogers.  Well,  60  percent  of  all  EDA  funds  requested  are  for 
those  strategically  targeted  areas,  and  only  40  percent  is  now  de- 
voted to  traditional  EDA  programs  that  serve  nondefense  commu- 
nities. In  fact,  your  request  cuts  the  traditional  programs  impor- 
tant to  areas  of  distressed  areas  by  25  percent,  $46.5  million. 

Those  are  traditional  programs  like  planning,  infrastructure,  re- 
volving loan  funds,  and  the  like. 

Secretary  Brown.  Well,  the  fiscal  year  1995  budget  for  public 
works  is  $131  million.  The  1994  budget  request  was  $130  million, 
and  the  appropriation  was  actually  $160. 

I  would  argue,  Mr.  Rogers,  that  although  there  are  additional 
targeted  funds  there,  those  funds  will  be  going  to  communities 
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where  defense  conversion  is  the  key.  Those  communities  then 
would  not  be  competing  for  the  public  works  dollars  that  will  be 
available — I  would  say  principally  for  the  kinds  of  communities 
that  your  question  indicates  that  you  are  most  concerned  about  and 
that  I  do  share  your  concern  about. 

I  believe  we  can  do  better  by  those  communities,  because  we  are 
specifically  targeting  defense  conversion  money  to  other  commu- 
nities. 

Mr.  Rogers.  Well,  we  will  talk  about  that  some  more.  I  appar- 
ently am  running  out  of  time,  but  I  do  want  to  clarify  one  thing. 
I  am  quoting  from  Exhibit  13  of  your  submission,  page  91  of  EDA, 
about  the  loan  program  and  the  50,000  population. 

As  I  understand  the  bottom  paragraph  of  that  page,  the  EDA 
loan  program  is  meant  to  complement  the  Rural  Development  Ad- 
ministration's Business  and  Industrial  Guaranteed  Loan  program 
which  is  limited  to  firms  and  communities  of  50,000  or  less,  and 
EDA  would  only  be  eligible  for  non  RDA-eligible 

Secretary  Brown.  No,  that  is  not  accurate,  Mr.  Rogers.  I  am  in- 
formed that  is  a  quote  of  existing  law  that  evidently — is  that  some- 
thing that  we  submitted  or  the  staff? 

Mr.  Mark  Brown.  Yes.  It  is  the  budget  justification,  but  it 
doesn't  reflect 

Mr.  Rogers.  I  am  quoting:  "The  EDA  program  will  complement 
the  Small  Business  Administration  Section  7(a)  Loan  Business 
Guarantee  program  and  the  Rural  Development  Administration's 
RDA  Business  and  Industrial  Loan  Guarantee  program,  thus  bridg- 
ing a  gap'" 
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our  program  is  different  from  the  SBA  and  other  existing  Federal 
programs,  but  doesn't  describe  our  intentions  under  our  program. 
It  tells  why  it  is  different.  It  doesn't  limit  us.  That  is  our  intention, 
notwithstanding  what  that  might  say.  I  am  representing  to  you, 
Mr.  Rogers,  that  is  our  intention. 

Mr.  Rogers.  That  your  EDA  program  would  not  be  limited  to 
populations  of  50,000  or  more? 

Secretary  Brown.  That  is  correct;  which  those  other  programs 
are. 

Mr.  Rogers.  Well,  we  will  get  back  to  it  later. 

Mr.  Smith.  Mr.  Mollohan? 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

manufacturing  technology  program 

Mr.  Secretary,  I  want  to  congratulate  you  on  what  I  consider  to 
be  outstanding  performance  in  moving  toward  achieving  the  Clin- 
ton Administration's  goals  to  make  this  country  increasingly  eco- 
nomically competitive.  I  think  the  Commerce  Department  is  the 
point  agency  in  this  effort  and  you  have  done  a  very  admirable  job 
in  your  position  as  Secretary  of  Commerce. 

As  I  review  your  budget  request,  I  think  you  are  trying  to  posi- 
tion Commerce,  the  smallest  Department,  to  do,  as  you  described, 
a  very  large  job.  I  thought  that  was  an  excellent  answer  to  Mr. 
Rogers'  question. 

At  the  same  time,  there  is  a  lot  of  pressure  on  this  budget,  and 
I  think  that  you  can  anticipate  in  some  areas  your  funding  request 
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may  not  be  realized.  For  example,  on  the  Floor  today,  we  have  the 
budget  resolution,  and  I  am  sure  you  are  aware  of  that. 

It  assumes,  for  example,  a  $169  miUion  increase  for  your  NIST 
Extramural  programs,  as  opposed  to  the  $286  million  which  the 
Admmistration  requested.  If  you  were  to  assume  the  budget  resolu- 
tion was  enacted,  and  we  were  responsive  to  that,  what  effect 
would  that  have  on  NIST? 

Secretary  Brown.  It  would  be  very  disappointing,  Mr.  Mollohan 

As  you  know,  we  announced  plans  early  on  to  take  NIST  from 
what  was  $400  miUion  in  1993  to  $1.4  billion  by  1997,  and  all  for 
programs  that  are  tested  and  proven,  that  have  had  bipartisan  sup- 
port, our  Advanced  Technology  Program  and  our  Manufacturing 
Extension  Partnership  Program.  So  we  would  be  very  concerned 
about  that  kind  of  action. 

They  are  both  programs  that  the  private  sector  is  extraordinarily 
enthusiastic  about.  They  are  programs  that  get  technology  to  small 
and  medium-sized  companies.  They  are  programs  that  create  jobs. 
So  that  would  be  certainly  a  disappointing  action. 

MANUFACTURING  EXTENSION  CENTERS 

Mr.  Mollohan.  I  think  in  your  oral  statement  you  mentioned 
that  your  goal  was  to  increase  the  Manufacturing  Extension  Cen- 
ters from  7  to  100  by  19 

Secretary  Brown.  1997. 

Mr.  Mollohan.  1997.  How,  for  example,  would  this  kind  of  re- 
duction in  your  request 

Secretary  Brown.  We  could  not  meet  that  goal.  And  that  would 
be  distressing,  to  be  sure.  As  you  know,  there  is  great  interest 
around  the  country  in  setting  up  Manufacturing  Outreach  pro- 
grams. Manufacturing  Extension  programs.  Manufacturing  Tech- 
nology Centers,  and  it  would  be  difficult  to  stay  on  course  with  that 
kind  of  action. 

Mr.  Mollohan.  Could  you  talk  a  little  bit  about  how  much 
progress  you  have  made  in  this  area  with  regard  to  your  extension 
programs,  your  Manufacturing  Technology  Centers?  I  am  ex- 
tremely interested  in  how  you  really  get  that  to  the  shop  floor,  and, 
if  you  don't  mind,  I  would  like  to  give  you  a  bit  more  perspective 
of  what  I  mean. 

Secretary  Brown.  Certainly,  certainly. 

Mr.  Mollohan.  There  are  ways  to  measure  competitiveness,  but 
as  a  Member  of  Congress  representing  a  District  that  hosts  a  mi- 
crocosm of  basic  industry  America,  we  are  trying  to  modernize  tra- 
ditional industries.  This  initiative  holds  a  lot  of  promise  for  our 
competitiveness.  And  the  measurement  of  competitiveness  is  really 
based  on  the  extent  that  our  fabrication  companies  and  our  ma- 
chine shops  can  access  new  technology,  flexible  manufacturing 
techniques,  and  marketing  techniques. 

So  the  real  test  for  our  industries  is  determined  by  how  effec- 
tively they  are  able  to  get  into  your  system.  Will  be  Manufacturing 
Technology  Centers  and  other  NIST  extramural  programs  reach 
our  industries  in  a  meaningful  way? 

Secretary  Brown.  I  think  we  have  to  operate  it  much,  Mr.  Mollo- 
han, like  we  have  operated  the  Agricultural  Extension  Centers  ear- 
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lier  in  this  century,  which  were  a  great  boon  to  the  agricultural 
sector  of  the  economy  and  to  American  economy. 

Mr.  MOLLOHAN.  Is  that  where  you  are  going  with  these  propos- 
als? 

Secretary  Brown.  It  is.  That  is  the  concept. 

I  might  say  that  I  have  been  visiting  our  Manufacturing  Tech- 
nology Centers,  most  recently  the  one  in  Cleveland,  the  Great 
Lakes  Center,  which  gave  me 

Mr.  MoLLOHAN.  That  one  has  been  up  and  operating  and  has 
quite  a  track  record. 

Secretary  BROWN.  It  does,  but  it  also  can  serve  as  a  model. 

You  raise  a  good  question.  It  is  the  same  question  I  raised,  and 
that  is,  what  kind  of  outreach  are  we  doing?  A  lot  of  small  and  me- 
dium-sized businesses  just  don't  even  know  that  these  Centers  are 
around.  They  don't  understand  what  kind  of  effect  they  can  have 
on  their  activity. 

Mr.  MoLLOHAN.  They  are  pretty  busy  trying  to  make  the  payroll. 

Secretary  Brown.  Right.  I  think  one  of  the  things  we  have  to  do 
a  better  job  of  is  doing  that  kind  of  outreach,  that  kind  of  commu- 
nication with  businesses,  not  waiting  for  them  to  come  knock  on 
the  door,  but  going  to  knock  on  their  door  and  letting  them  know 
what  is  available  and  that  is  one  of  the  things  that  we  are  trying 
to  focus  on  as  we  expand  our  manufacturing  outreach  operation. 

intramural  program 

Mr.  Mollohan.  Well,  I  am  also  interested  in  the  Intramural  pro- 
grams. If  you  are  really  going  to  build  up  this  extramural  effort, 
it  seems  to  me  that  you  have  to,  at  the  same  time,  build  up  the 
in-house  capability  at  Commerce  with  your  Intramural  programs. 

Secretary  Brown.  Well,  the  Intramural  program  would  be  the 
one  most  hurt  by  the  kind  of  congressional  decision  that  you  indi- 
cated was  being  considered,  which  would  make  us  much  less  effec- 
tive in  being  able  to  reach  the  goals  that  we  have  set.  And  I  might 
add  that  when  we  talk  about  these  Centers,  we  are  not  talking 
about  high  technology  necessarily.  We  are  talking  about  any  tech- 
nology that  makes  American  business  and  industry  more  produc- 
tive so  that  they  can  expand  and  hire  more  workers,  so  that  they 
can  get  into  the  export  marketplace  and  feel  comfortable  in  doing 
so. 

Mr.  Mollohan.  And  the  marketing  part  of  it  is  very  important. 

Secretary  Brown.  Very,  very  important. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Kolbe? 

Mr.  Kolbe.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  welcome. 

Secretary  Brown.  Thank  you,  Mr.  Kolbe. 

Mr.  Kolbe.  I  will  tell  you  again  how  much  I  appreciated  the  ef- 
forts that  you  made  and  in  working  with  your  staff  on  behalf  of  the 
North  American  Free  Trade  Agreement  this  last  fall. 

Secretary  Brown.  We  appreciated  yours,  Mr.  Kolbe. 

PATENT  AND  TRADEMARK  FEES 

Mr.  Kolbe.  It  was  a  pleasure  to  work  with  you  on  that. 
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I  am  going  to  direct  most  of  my  questions  to  another  area  of 
trade  with  Japan  but  before  I  do,  I  have  one  specific  question  that 
I  would  hke  to  ask  about  a  very  small  part  of  the  budget  and  that 
IS  the  Patent  and  Trademark  Office  where  you  are  zeroing  out  the 
appropriation  because,  according  to  the  footnote  at  the  bottom  it 
reflects  a  technical  proposal  of  crediting  all  user  fees  directlv'  to 

pro.  ^ 

Does  that  require  a  legislative  change  or  are  some  fees  currently 
being  collected  sufficiently  and  is  there  an  administrative  decision 
to  put  some  of  them  in  the  general  fund?  Tell  me  what  the  change 
is  there. 

Secretary  Brown.  It  does  require  a  legislative  change.  It  does  in- 
dicate our  desire  to  use  all  of  those  funds  for  the  purpose 

Mr.  KOLBE.  Currently,  what  percentage  of  the  funds  goes  in?  Do 
you  know  what  it  is  now,  legislatively,  that  goes  to  the  general 
fund? 

Secretary  Brown.  Twenty  percent  has  to  be  appropriated.  Eighty 
percent  is  paid  for  from  the  fees. 

Mr.  KOLBE.  That  is  exactly  what  I  figured,  a  20  percent  amount. 
So  this  requires  a  change  in  the  legislation,  and  I  think  that  is  im- 
portant, Mr.  Chairman,  for  this  Committee  to  keep  that  in  mind- 
that  an  authorization  change  is  required  before  that  really  could 
take  place. 

ACCESS  TO  THE  JAPANESE  MARKET 

I  wanted  to  ask  the  questions  that  I  had  mostly  in  the  area  of 
Japan,  which,  I  believe,  the  Administration  is  obviously  quite  con- 
cerned about.  It  has  been  much  in  the  news  recently  with  the  fail- 
ure of  the  talks  between  the  U.S.  and  Japan  and  the  Administra- 
tion's decision  to  take  a  different  tact  with  that.  I  believe— and  let 
me  make  it  clear  that  I  think  we  have  the  same  goal,  which  is  to 
try  to  get  access  to  the  Japanese  market — we  do  not  have  access 
to  that  market. 

I  agree  that  it  is  closed.  I  just  happen  to  think  that  the  Adminis- 
tration's method  of  trying  to  change  that  is  a  wrong  approach. 

The  thing  that  stands  out  so  starkly  to  me,  when  you  look  at  the 
Japanese  economy,  is  the  lack  of  direct  foreign  investment  in 
Japan.  Direct  foreign  investment  there,  only  about  1  percent  of  all 
product  sales  in  the  Japanese  economy,  comes  through  foreign  com- 
pany channels,  while  it's  16  percent  in  the  United  States,  and  that 
is  roughly  the  same  percentage  in  the  other  OECD  countries. 

It  is  unbelievable— direct  foreign  investment  in  Japan  is  less 
today  as  a  percent  of  the  Japanese  economy  than  it  was  in  1963, 
when  Japan  joined  the  OECD  with  the  idea  of  opening  its  economy 
to  internationalization. 

Direct  foreign  investment  is  a  key  to  this  thing,  and  somehow  we 
have  to  figure  out  a  way  to  change  that.  I  don't  think  that  the  Ad- 
niinistration's  approach — managing  by  the  numbers — is  really  the 
right  approach,  but  that  is  my  own  philosophy  on  this.  I  think  we 
need  to  target  deregulation  in  Japan. 

FOREIGN  AND  COMMERCIAL  SERVICE  OFFICERS  IN  JAPAN 

I  am  wondering,  how  many  foreign  and  commercial  service  offi- 
cers do  you  have  in  your  budget  for  Japan?  Do  you  contemplate  any 
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increase  in  the  effort  to  target  that  market,  rather  than  just  the 
retaliatory  measures  that  the  Administration  is  talking  about? 

Secretary  Brown.  While  we  are  getting  those  figures,  let  me  re- 
spond, if  I  could,  Mr.  Kolbe,  to  your  general  question  and  your  gen- 
eral concern. 

My  staff  is  so  efficient  they  have  already  told  me.  It  is  61. 

[Clerk's  note. — Subsequent  to  the  hearing,  the  following  infor- 
mation was  provided:] 

Included  are  15  American  officers,  2  American  secretaries,  and  44  Foreign  Service 
Nationals.  This  includes  4  officers  who  will  arrive  this  summer  and  6  Foreign  Serv- 
ice National  vacancies  ciirrently  being  filled. 

Mr.  Kolbe.  Sixty-one  currently?  Is  there  an  increase  in  there  for 
this  next  year?  Is  there  any  contemplation  of  an  increase? 

Secretary  Brown.  Maybe  one  or  two. 

Mr.  Kolbe.  Okay. 

Secretary  Brown.  An  overall  increase,  I  am  told,  of  21  for  the 
United  States  Foreign  and  Commercial  Service,  and  it  is  an  area 
we  are  focusing  on  overall.  Up  to  two  or  so  of  those  could  be  in 
Japan. 

TRADE  DEFICIT  WITH  JAPAN 

Let  me  just  respond  to  your  general  question.  First,  I  appreciate 
the  fact  that  you  share  our  desire  to  open  those  markets  and  ac- 
knowledge that  they  are  not  open.  We  made  a  judgment  early  on, 
Mr.  Kolbe,  that  it  would  be  irresponsible  for  any  administration  to 
sit  on  its  hands  and  do  nothing  in  the  face  of  last  year's  $50  billion 
trade  deficit  with  Japan.  And  now  a  year  later,  the  trade  deficit  is 
$60  billion,  and  growing. 

We  have  to  take  concerted  action  to  open  those  markets.  We  have 
taken  a  consistent,  aggressive,  tough  approach.  I  believe  that  that 
approach  is  going  to  bear  fruit.  I  Imow  there  has  been  some  criti- 
cism of  it.  I  honestly  believe  that  one  of  the  problems  has  been  in 
the  past  that  the  Japanese  have  not  thought  we  were  serious. 

We  would  constantly  talk  in  sharp  rhetoric,  walk  up  to  the  preci- 
pice and  then  back  off.  I  believe  now,  for  the  first  time  in  the  his- 
tory of  our  bilateral  relationship,  economic  relationship,  the  Japa- 
nese understand  that  we  are  serious.  We  have  no  desire  to  esca- 
late. We  have  no  desire  to  enter  into  a  war  of  words.  We  have  no 
desire  to  start  a  trade  war — ^that  would  be  ridiculous,  not  in  our  in- 
terest, not  in  the  interest  of  the  Japanese,  not  in  the  interest  of  the 
world  economy.  But  it  seems  to  me  that  we  do  have  to  insist  that 
those  barriers  be  removed.  If  American  goods  are  the  goods,  prod- 
ucts and  services  of  choice  in  almost  every  other  place  in  the  world 
but  one  or  two,  we  have  to  assume  that  there  is  some  barrier  that 
the  government  and  the  private  sector  has  to  remove,  and  we  are 
going  to  continue  to  press  for  open  markets. 

TRADE  WAR  WITH  JAPAN 

Mr.  Kolbe.  Mr.  Secretary,  I  am  heartened  by  your  words  about 
not  wanting  to  get  into  a  trade  war,  but  would  you  concede  that 
we  could — that  is  a  possibility — ^that  we  could  be  in  the  incipient 
stages  of  a  trade  war? 
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Secretary  Brown.  I  think  it  is  most  unlikely,  Mr.  Kolbe  I  think 
we  are  already  seeing  at  least  a  change  in  rhetoric  from  the  Japa- 
nese. Would  I  expect  that  there  would  be  a  change  in  action  as 
well?  I  do  not  believe  that  it  is  likely  or  probable  that  our  actions 
would  escalate  to  that  point.  It  certainly  is  not  our  desire. 

MARKET  DEVELOPMENT  COOPERATOR  PROGRAM 

Mr.  KoLBE.  Mr.  Chairman,  my  last  comment.  I  have  shared  a 
draft  bill  with  your  staff  which  would  try  to  expand  America's  busi- 
ness presence  in  Japan  that  has  two  parts. 

One  is  to  increase  the  authorization  for  the  Market  Development 
Cooperator  program  by  $3  million,  and  that  targets  trade  associa- 
tions, helping  them  establish  a  presence  in  Japan.  I  think  the  Mar- 
ket Development  Cooperator  program  is  a  good  one. 

It  also  would  ask  for  a  feasibility  study  for  the  concept  of  having 
a  Trade  and  Technology  Center  located  in  Japan  at  a  useful  loca- 
tion. I  have  talked  to  American  businesses  over  there.  You  probably 
have  not  had  a  chance  to  see  this  bill,  but  I  would  hope  you  might 
take  a  look  at  it.  With  the  things  you  are  talking  about  doing  here 
in  terms  of  advanced  technology,  this  is  exactly  the  kind  of  thing 
we  ought  to  be  doing  in  terms  of  targeting  the  Japanese  market  for 
access. 

Secretary  Brown.  Not  having  reviewed  that,  Mr.  Kolbe,  I  don't 
want  to  respond  specifically,  except  to  say  that  that  thrust  is  a 
thrust  that  we  share.  We  think  that  there  needs  to  be  more  empha- 
sis in  that  area;  there  needs  to  be  more  exchange  kinds  of  pro- 
grams generally. 

We  have  sponsored  some  of  those,  as  you  know,  in  the  past.  As 
a  matter  of  fact,  just  a  couple  of  weeks  ago,  I  sent  off  a  whole  group 
of  American  executives  who  are  going  to  be  in  Japan  for  a  year 
under  the  sponsorship  of  the  Commerce  Department. 

US-JAPAN  VIEWS  ON  OPENING  MARKETS 

I  also  want  to  say,  Mr.  Kolbe,  that  there  are  very  many  positive 
aspects  of  our  relationship  with  Japan  that  go  beyond  our  trade  re- 
lationship, and  we  are  very  conscious  of  those  and  very  conscious 
of  preserving  and  enhancing  those,  as  we  are  of  our  trade  relation- 
ship. Although  we  might  differ  on  some  strategic  decisions  we 
share,  I  think  that  we  have  to  open  markets  and  make  sure  that 
American  companies  are  competing  effectively  and  are  marketing 
their  products  effectively;  that  we  are  ready  when  those  markets 
do  open,  which  I  believe  they  will. 

There  certainly  has  been  some  encouraging  news  about  the 
progress  of  discussions  on  the  Motorola  issue,  some  steps  in  the 
right  direction,  and  the  fact  is  that  there  are  many  American  com- 
panies that  are  achieving  some  success  in  Japan, 

If  I  might  give  you  one  example,  though,  which  causes  us  reason 
for  thought.  When  I  was  in  Tokyo  last  April,  one  of  the  things  I 
did  was  to  visit  Apple,  Japan.  It  has  really  been  an  American  suc- 
cess story.  They  have  been  in  operation  for  less  than  a  decade  and 
have  a  10  percent  market  share,  but  they  are  excluded  from  the 
biggest  market:  educational  institutions. 
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JAPANESE  GOVER^fMENT  PROCUREMENT 

A  decision  that  the  Japanese  government  can  make,  government 
procurement,  is  to  open  that  up.  So  even  the  American  companies 
that  have  been  successful  have  been  very  constrained  in  their  abil- 
ity to  compete  effectively,  and  it  is  just  that  kind  of  situation  that 
I  am  hopeful  that  the  strategy  we  are  pursuing  will  affect  in  a  posi- 
tive way. 

Mr.  Smith.  Mr.  Moran? 

Mr.  Moran.  Thank  you,  Mr.  Chairman. 

Let  me  also  join  in  the  applause  for  your  leadership,  Mr.  Sec- 
retary. As  you  know,  the  Commerce  Department  in  the  past  has 
had  a  record  for  being  something  of  a  dumping  ground  for  socialite, 
big  contributor  types,  and  other  than  reporting  statistics  and  con- 
trolling exports,  it  didn't  show  a  lot  of  economic  leadership.  Now, 
however,  it  is  being  taken  seriously,  as  you  know,  in  a  lot  of  sectors 
of  this  economy.  And  you  and  the  President  deserve  a  lot  of  credit 
for  that. 

MANUFACTURING  TECHNOLOGY  CENTERS 

There  are  a  couple  of  areas,  though,  particularly  where  business 
people  seem  to  feel  as  though  the  reality  is  falling  short  of  the  rhet- 
oric. One  is  with  the  Nil  grants,  the  National  Information  Infra- 
structure grants.  I  want  to  ask  Mr.  Irving  about  this,  and  we  obvi- 
ously like  his  leadership  on  this.  We  seem  to  be  constrained  by 
having  to  give  out  a  lot  of  small  grants  that  people  in  the  informa- 
tion community  feel  are  more  likely  to  be  one-time  shots  that  will 
benefit  a  fairly  limited  number  of  people.  Although  those  people 
would  tend  to  be  underprivileged,  they  are  not  necessarily  going  to 
be  contributing  in  a  major  way  to  the  advancement  or  expansion 
of  the  information  infrastructure. 

The  other  is  with  the  Manufacturing  Technology  Centers.  Some 
people  feel  that  some  of  these  may  be  something  of  a  rear  guard 
action,  trying  to  protect  the  industries  of  the  past,  which  tend  to 
be  more  capital-intensive  oriented  than  the  high-technology  infor- 
mation-oriented industries  of  the  future,  which  are  likely  to  provide 
more  jobs. 

Let  me  start  with  the  latter  and  get  some  insight  from  you.  On 
what  kinds  of  Manufacturing  Technology  Center  focus  do  you  ex- 
pect to  see  in  the  expanded  MTC  network?  Because  you  are  asking 
for  more  Hollings  centers  to  be  established.  So  how  would  you  see 
them  contributing  to  the  pace  of  new  technology? 

Secretary  Brown.  First,  Mr.  Moran,  I  very  much  appreciate  your 
comments  and  your  concern.  I  think  we  need  to  do  both  things.  I 
don't  think  they  are  mutually  exclusive.  The  fact  is  manufacturing 
represents  about  20  percent  of  our  GDP;  information  technology, 
about  10  percent  right  now,  admittedly  growing.  We  have  done  a 
recent  survey  of  the  manufacturing  sector  and  we  have  finally 
stemmed  our  decline.  It  had  been  declining  at  about  a  percent  a 
year  over  the  last  20  or  so  years. 

We  have  found  that  there  is  great  volatility  in  the  manufacturing 
sector.  While  we  have  been  losing  about  10  percent  of  the  jobs  in 
that  sector  a  year,  we  have  been  gaining  about  9  percent,  new  jobs, 
and  those  new  jobs  are  gained  in  companies  that  avail  themselves 
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of  new  technologies  and  become  more  productive  and  make  giant 
leaps  forward  and  employ  new  people.  So  I  think  you  can  focus  on 
both  and  do  it  effectively. 

Specifically,  I  think  Manufacturing  Technology  Centers,  manu- 
facturing outreach  will  differ  where  it  is  appHed  in  our  nation.  In 
North  Dakota,  for  example,  you  might  have  a  different  kind  of 
manufacturing  technology  approach  than  you  do  near  the  Silicon 
Valley  or  in  the  Massachusetts  area,  for  example. 

I  think  we  want  to  tailor  them  with  that  in  mind,  with  geog- 
raphy and  demographics  and  the  kinds  of  businesses  that  are  there 
and  the  kinds  of  help  and  resources  they  can  use. 

NATIONAL  INFORMATION  INFRASTRUCTURE  GRANTS 

On  the  NTIA  question,  as  you  know,  Mr.  Moran,  we  have  just 
started  the  process  under  the  leadership  of  Larry  Irving  who  comes 
from  Capitol  Hill  and  clearly  understands  some  of  the  concerns 
that  you  have  about  the  direction  of  the  National  Information  In- 
frastructure. 

I  don't  think  there  is  anybody  better  to  lead  that  than  Larry  Ir- 
ving. We  just  made  an  announcement  last  week  about  the  process 
that  we  will  be  going  through.  We  expect  the  first  grants  to  be 
made  in  late  September,  so  we  have  just  really  begun  the  process. 

As  you  know,  there  is  a  50  percent  match  on  the  part  of  the  ap- 
plicants, and  so  that  has  some  influence  on  who  applies  for  the 
grants. 

I  indicated  in  my  testimony  earlier,  Mr.  Moran,  that  we  are  very 
concerned  about  not  creating  a  society  of  information  haves  and  in- 
formation have-nots.  I  think  we  can  use  the  NTIA  grant  program 
to  make  sure  that  we  move  in  the  right  direction,  to  make  sure 
that  we  can  help  drive  demand,  so  to  speak,  through  this  kind  of 
test-bed  approach,  making  sure  that  private  investors  who  are  ac- 
tually going  to  build  and  run  this  system  have  the  right  kind  of  in- 
centive, the  right  kind  of  motivation  to  do  what  is  right  for  Amer- 
ica, to  make  sure  that  we  reach  all  of  the  American  people. 

I  think  that  that  is  part  of  the  thinking  that  is  going  in  shaping 
the  program.  But  we  certainly  will  take  the  concerns  that  you  have 
articulated  into  consideration  as  a  part  of  that  grant-making  proc- 
ess. 

GOVERNMENT-GUARANTEED  EDA  LOANS 

Mr.  MoRAN.  I  appreciate  that,  Mr.  Secretary. 

The  only  other  area,  and  then  I  don't  want  to  take  too  much  time 
here,  but  I  do  share  a  concern  that  Mr.  Mollohan  and  others  have 
addressed.  This  proposal  is  creating  a  new  program  within  EDA  for 
government-guaranteed  loans. 

I  am  very  supportive,  obviously,  of  the  leverage  you  can  get  from 
government-guaranteed  loans,  but  I  have  a  concern  that  we  may  be 
replicating  much  what  SBA  is  doing.  You  should  know  that  the  Ad- 
ministrator of  the  Small  Business  Administration  said  last  week 
that  he  had  this  concern  and  was  afraid  that  this  was  going  to  cre- 
ate a  fair  amount  of  duplication.  Of  course,  one  of  the  problems 
with  putting  it  through  EDA  may  be  that  EDA  tends  to  be  more 
concentrated  geographically  and  demographically  than  the  SBA. 
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The  SBA  has  a  much  broader  constituency,  if  you  will,  and  more 
people  know  how  to  get  into  the  process  and  apply  for  SBA  loans. 
You  put  this  new  initiative  within  EDA,  and  even  though  you  say 
it  is  going  to  complement  existing  programs  a  lot  of  people  are 
going  to  see  it  as  duplicative.  A  lot  of  others  are  not  even  going  to 
know  about  it,  because  EDA  clearly  doesn't  have  the  outreach  that 
SBA  has.  So  please  address  that  a  little  more. 

Secretary  Brown.  Absolutely. 

First  let  me  say  that  I  respect  very  much  and  support  the  work 
of  SBA,  and  we  probably  should  have  had  more  consultation  with 
Mr.  Bowles  before  we  came  over  to  testify. 

I  have  since  talked  to  him  on  this  issue.  I  think  he  has  a  clear 
understanding.  There  is  no  duplication  whatsoever.  This  serves  a 
different  market.  The  SBA  limit,  as  you  know,  is  $750,000.  This 
would  be  a  gap,  kind  of  filler  between  $750,000  and  $2  million.  We 
think  that  it  is  essential,  because  there  is  a  whole  different  ap- 
proach to  the  SBA  process  and  the  EDA  process;  you  are  absolutely 
right  in  that  regard. 

The  EDA  process  is  a  comprehensive  process,  community  eco- 
nomic development.  So  this  is  a  piece  of  a  package. 

What  I  have  found,  particularly  in  going  out  in  these  disaster  re- 
lief situations  and  talking  to  businessmen  and  women  around  the 
country  and  hearing  the  complaints  about  their  inability  because  of 
the  limitations  of  SBA  to  get  the  help  they  need,  we  believe  that 
this  really  does  fill  that  gap.  It  gives  EDA  the  opportunity  to  put 
together  a  comprehensive  plan  for  the  community  that  doesn't 
leave  out  viable  businesses  that  are  now  being  left  out  because  of 
the  limits  that  SBA  has  to  operate  under.  So  we  think  there  is  no 
duplication.  We  think  we  serve  different  markets.  We  think  it  is 
appropriate  in  the  comprehensive  sense,  and  my  judgment  is  that 
after  conversations  with  Administrator  Bowles,  he  has  an  under- 
standing of  that  as  well. 

Mr.  MORAN.  Thank  you,  Mr.  Secretary. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Mr.  Taylor? 

Mr.  Taylor.  Mr.  Secretary,  I  certainly  support,  as  Mr.  Kolbe 
said,  your  efforts  in  working  with  Japan.  I  may  have  some  specific 
questions  that  I  will  submit  in  writing,  but  I  would  like  to  talk  to 
you  generally  about  Commerce  today.  There  are  no  television  cam- 
eras today  like  we  had  in  here  yesterday,  so  we  will  talk  like  we 
are  in  Ron  and  Eddie's  Cafe  down  in  North  Carolina  and  just  be 
frank. 

TORT  REFORM 

Yesterday's  Wall  Street  Journal,  which  is  a  leading  national 
paper  and  certainly  a  leading  business  paper — although  you  may 
question  which  way  it  might  go  in  its  sentiments  sometimes — 
talked  about  the  need  for  litigation  reform.  I  would  like  to  read 
from  it. 

It  says,  "The  Senate  will  get  a  chance  to  vote  on  an  amendment 
by  Republican  Nancy  Kassebaum  that  might  revive  a  U.S.  industry 
all  but  destroyed  by  America's  nutty  legal  system." 

I  am  quoting  this.  This  is  not  necessarily  my  view. 
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"Her  proposal  would  enact  a  statute  of  repose  to  bar  lawsuits 
against  makers  of  small  airplanes  after  their  products  are  15  years 
old.  That  IS  hardly  radical;  lawyers  could  still  sue  before  the  stat- 
ute kicked  in.  Yet  the  plaintiffs  bar  has  been  fighting  as  if  it  is  the 
end  of  common  law." 

Then  they  go  on  to  say  'They  were  backed  behind  the  scenes 
by  —he  is  a  well-known  attorney  in  D.C.  and  they  call  him— "the 
Beltway  enforcer  for  the  Association  of  Trial  Lawyers  of  America." 

It  says,  "It  seems  they  even  had  the  silent  complicity  of  the  Clin- 
ton Administration.  White  House  aides  hinted  early  last  year  that 
the  National  Economic  Council  would  support  this  modest  legal  re- 
form, but  then  it  was  mysteriously  referred  to  the  Justice  Depart- 
ment as  part  of  a  'study'  of  the  entire  court  system.  Reformers  later 
learned  there  was  no  such  study  taking  place.  So  Dan  Glickman 
a  Kansas  Democrat  and  supporter  of  a  similar  bill  in  the  House 
(with  270  cosponsors)  wrote  President  Clinton. 

"Mr.  Clinton  replied  on  February  17th,  finally  identifying  the 
study's  leader,  but  Mr.  Glickman  wrote  back  and  declared  himself 
Very  disturbed'  at  the  apparent  runaround." 

The  article  goes  on  to  say,  "This  is  the  same  White  House  that 
claims  to  be  a  friend  of  American  business.  Yet  the  general  aviation 
business  has  been  nearly  wiped  out  by  lawsuits.  Indeed,  such  ven- 
erable U.S.  trade  names  as  Cessna,  Beech  and  Piper  have  been 
punished  for  making  planes  that  actually  last  a  long  time.  That's 
because  no  matter  how  poorly  the  planes  are  maintained  by  their 
owners,  or  how  badly  they  are  operated,  the  manufacturers  get 
sued  as  deep  pockets  after  nearly  every  accident.  Cessna  was  re- 
cently sued  in  Pennsylvania  for  breach  of  warranty  on  a  plane  built 
in  1946. 

"To  settle  such  claims,  U.S.  companies  have  had  to  price  their 
planes  out  of  sight.  So  the  U.S.  general  aviation  industry,  which 
once  ruled  the  world,  has  seen  its  unit  sales  fall  to  880  or  so  in 
1992  from  17,811  in  1978.  Piper  has  filed  for  Chapter  11  and 
Cessna  has  not  made  a  single-engine  aircraft  since  1986.  Some 
100,000  jobs  have  been  lost" — and  they  go  on  and  say,  these  are  the 
'•skilled,  high-paying  jobs"  that  I  assume  the  Administration  wants. 

Now,  I  don't  want  to  argue  the  political  part  of  it.  I  can  tell  you 
that  my  constituents  feel  that  excessive  litigation  and  the  litigious 
nature  is  costing  jobs  whether  you  run  a  riding  stable  or  a  res- 
taurant or  any  kind  of  small  business. 

In  the  1930s,  F.D.R.  reached  in  and  found  Joe  Kennedy,  who  had 
been  a  rather  aggressive  stock  trader  in  his  life  and  brought  him 
in  to  reform  the  Securities  and  Exchange  Commission.  And  I  won- 
der, coming  from  your  legal  background  could  we  call  upon  you  to 
be  the  public's  champion,  perhaps,  to  start  taking  some  action? 

I  think  it  could  have  as  big  an  impact  on  job  creation  and  job 
quality  in  this  country  as  anything  that  could  be  done.  The  Presi- 
dent says  it  is  his  goal  to  make  this  country  competitive.  I  can't 
think  of  anj^hing  that  would  make  it  more  competitive  than  seri- 
ous tort  reform. 

So  I  would  ask  you  if  you  could  perhaps  speak  in  this  area,  and 
specifically  ask  if  you  could  support  the  Kassebaum  amendment 
vigorously  as  a  first  step  in  reform  and  perhaps  other  tort  reform 
in  the  future?  I  think  it  could  be  very  worthwhile. 
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Secretary  Brown.  Well,  Mr.  Taylor,  I  appreciate  and  respect 
your  point  of  view  on  this  matter  and  your  question  clearly  gives 
evidence  that  you  understand  how  difficult  and  controversial  an 
issue  this  is. 

I  am  not  prepared  to  be  a  champion  until  the  administration  de- 
cides what  its  position  is.  That  process  is  underway  now.  I  talked, 
as  recently  as  last  night,  to  Senator  Rollings,  as  you  know  has  a 
different  view  of  the  matter  than  you  have.  Those  discussions  are 
going  on  now  specifically  on  the  Kassebaum  amendment.  But  they 
are  ongoing  on  the  broader  questions  that  you  raise. 

I  know  how  strongly  many  in  the  business  community  feel  about 
this  issue.  I  believe  that  one  of  my  roles  as  the  Secretary  of  Com- 
merce is  to  be  an  advocate  for  the  interests  of  American  business 
and  industry. 

There  is  a  good  deal  of  debate,  as  you  know,  about  what  the  real 
impact  is  and  what  it  means  and  what  has  influenced  the  decline 
in  certain  industries,  not  only  the  aircraft  construction  industry  in 
the  United  States,  but  others. 

So  I  am  not  prepared  yet  to  make  that  kind  of  commitment,  Mr. 
Taylor.  I  am  prepared  to  tell  you  that  I  understand  the  seriousness 
and  delicacy  of  the  issue;  I  understand  the  kind  of  impact  it  can 
have  on  our  economy,  and  as  soon  as  the  Administration  arrives  at 
a  position,  we  will  communicate  that  forthrightly. 

Mr.  Taylor.  Well,  I  appreciate  your  candor,  Mr.  Secretary.  It  is 
not,  of  course,  just  in  airplanes,  as  you  indicated.  The  former  Sec- 
retary of  Health  and  Human  Services  told  us  at  one  meeting  that 
malpractice  represents  about  22  percent  of  our  health  care  costs. 
And  while  you  can  argue  over  whether  it  is  20  percent  or  22  per- 
cent, it  obviously  plays  a  significant  part  of  the  high  costs  in  that 
area  which  we  are  talking  about  reforming. 

So  it  seems  to  me  it  is  going  to  be  very  difficult  for  us  to  have 
the  kind  of  job  creating  we  want,  the  kind  of  reform  in  health  care, 
the  kind  of  positive  competition  the  President  says  he  wants  with- 
out getting  into  this.  I  know  about  heavy  contributions  and  the  in- 
fluence and  so  forth  that  it  creates,  but  I  would  hope  the  President 
could — and  you,  his  Commerce  Secretary,  could  be  a  leader  in  this 

area. 
I  would  like  to  switch,  Mr.  Chairman,  if  I  have  a  minute  or  two 

more. 

Secretary  Brown.  Could  I  just  say,  Mr.  Chairman,  I  want  to  as- 
sure you  that  decisions  aren't  made  at  the  Commerce  Department 
based  on  heavy  contributions  or  no  contributions.  They  are  based 
on  our  view  of  what  is  the  best  policy  direction  for  our  country  to 

Mr.  Taylor.  I  appreciate  that,  but  you  had  said  the  decision  had 
been  turned  over  to  the  White  House,  and  I  just  assumed  it  was 
there. 

ENVIRONMENTAL  STEWARDSHIP  AND  ASSESSMENT 

Mr.  Chairman,  I  wanted  to  make  one  other  brief  comment  about 
the  Secretary's  statement  about  environmental  stewardship  and  as- 
sessment and  just  give  a  moment  of  pause  there. 

I  think  in  your  speech  you  said  the  Administration  is  committed 
to  an  environmental  strategy  that  promotes  sustainable  develop- 
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merit  and  rejects  the  need  for  false  choices  between  environmental 
goals  and  economic  health.  I  am  privileged  to  sit  also  on  the  Envi- 
ronment and  Natural  Resources  Subcommittee  of  the  Merchant 
Marine  and  Fisheries  Committee,  and  we  are  knee-deep  in  all 
these  things  over  there. 

I  am  not  as  encouraged  as  you  about  the  Administration's  com- 
mitment to  a  strategy  that  promotes  sustainable  development  and 
rejects  the  needs  for  false  choices.  The  President  can't  be  a  master 
of  every  Department  and  every  detail  and  on  top  of  all  of  his  Sec- 
retaries and  things. 

I  think  if  you  look  at  what  has  happened  in  his  Option  9  timber 
plan  for  the  Northwest— and  we  had  a  chance  to  cross-examine 
some  of  the  Secretaries  involved — that  is  turning  out  to  be  a  disas- 
trous decision  for  the  economy.  Lumber  prices  are  up  nearly  three- 
fold. They  expect  them  to  go  even  higher.  The  cost  of  a  house  is 
going  to  go  up  anywhere  between  $4,000  and  $7,000,  based  on  that 
decision  to  go  with  Option  9,  according  to  testimony  that  is  coming 
in. 

The  unemployment  rate  is  going  up  disastrously,  and  we  finally 
came  down  to  a  point  where  we  are  not  even  sure  that  the  spotted 
owl,  which  was  the  endangered  species  involved,  is  actually  endan- 
gered. We  know  very  well,  though,  that  what  is  happening  in  the 
Northwest  is  a  real  problem. 

Yesterday  I  met  with  members  of  the  Pulp  Workers  Union  and 
they  talked  about  suicides  in  their  industry  and  the  real  human 
impact  these  decisions  were  making.  I  notice  you  have  a  section  in 
here  that  I  presume  will  be  tied  to  the  National  Biological  Survey 
and  also  our  movement  in  trying  to  reconcile  a  healthy  environ- 
ment and  healthy  economy. 

I  would  hope  you  would  talk  with  the  Administration  a  little 
more  in  this  area  and  do  everything  possible  to  see  that  we  don't 
have  the  disasters  that  we  are  having  out  in  the  Northwest. 

MARINE  FISHERIES  MANAGEMENT 

Secretary  Brown.  Well,  thank  you,  Mr.  Taylor,  for  those  com- 
ments. We  are  spending  a  lot  of  time  in  dealing  with  these  issues 
with  great  seriousness.  One  of  the  things  that  our  budget  request 
does  is  ask  for  about  a  15  percent  increase  for  marine  fisheries 
management,  and  you  mentioned  the  Northwest.  There  are  some 
serious  problems  in  New  England  now,  because  of  species  deple- 
tion, very,  very  serious  problems  that  are  going  to  affect  the  eco- 
nomic future  of  those  communities. 

One  of  the  beauties  of  having  the  responsibility  for  the  Com- 
merce Department  is  we  have  an  EDA  and  a  National  Marine  Fish- 
eries Unit  that  can  to  work  together  to  make  sure  that  we  take  into 
consideration  the  economic  consequences  of  some  of  the  decisions 
that  we  have  responsibility  for  making. 

We  are  tr3dng  to  be  proactive.  You  and  I  might  not  share  the 
same  assessment  of  optimism,  but  I  think  we  are  making  some 
progress,  and  I  think  one  of  the  reasons  we  are  is  that  we  have 
been  able  to  do  some  things  within  one  Department  of  government 
that  gets  us  out  of  the  need  for  the  kind  of  lengthy  interagency  ac- 
tivities that  are  needed  that  allow  us  to  be  proactive. 
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I  don't  know  if  you  were  here  when  I  mentioned,  Mr.  Taylor,  that 
one  of  the  things  we  have  done  is  bring  in  someone  to  run  a  sus- 
tainable development  unit  within  the  Commerce  Department  who 
is  a  former  mayor  of  a  New  England  port  city,  New  Bedford,  Mas- 
sachusetts, who  has  a  real  sense  of  the  kinds  of  trade-offs  that  are 
involved  in  these  decisions.  But  I  certainly  appreciate  and  respect 
your  views  on  this  matter. 

Mr.  Smith.  Mr.  Skaggs? 

EXPORT  PROMOTION 

Mr.  Skaggs.  Thank  you,  Mr.  Chairman. 

Good  morning,  Mr.  Secretary.  Thanks  again  for  your  visit  out  in 
Colorado  last  week. 

I  wanted  to  talk  to  you  about  exports.  First  of  all,  a  kind  of  left- 
hand/right-hand  issue  as  far  as  the  Administration  is  concerned; 
the  tension  between  on  the  one  hand  the  regulatory  part  of  the  gov- 
ernment with  respect  to  the  medical  devices  industry  and  your  col- 
leagues at  HHS  and  FDA;  and  on  the  other  hand,  your  own  respon- 
sibilities with  respect  to  export  promotion  and  balance  of  trade  and 
competitiveness. 

I  have  become  well  aware  over  the  last  couple  of  years  that  while 
we  really  have  a  substantial  lead  in  biotechnical  and  medical  de- 
vices in  this  country,  some  of  the  regulatory  delays  greatly  impede 
our  competitive  position  in  our  exports. 

I  am  just  wondering — I  have  discussed  this  with  Under  Secretary 
Qood — what  we  are  doing  within  the  administration  to  integrate 
policies  so  that  our  regulatory  folks,  and  they  are  people  of  goodwill 
and  good  intentions,  don't  gratuitously  get  in  the  way  of  other  ob- 
jectives. 

INTERAGENCY  COORDINATION 

Secretary  Brown.  Well,  I  think  the  interagency  coordination  that 
I  discussed  earlier  is  the  best  way  to  address  this. 

Again,  because  we  have  both  trade  and  technology  within  the 
Commerce  Department,  we  have  been  able  to  make  some  progress 
in  that  regard.  I  think  we  saw  it  in  the  final  hours  of  the  Uruguay 
Round  of  the  GATT,  having  our  technology  people  and  our  trade 
people  working  as  part  of  a  single  team,  believe  it  or  not,  on  some 
of  these  overlapping  issues. 

All  I  can  say.  Congressman  Skaggs,  is  we  share  your  concern. 
There  are  pulls  that  seem  to  take  us  in  opposite  directions  too 
often. 

Mr.  Skaggs.  Well,  in  this  area  in  particular,  that  is  the  medical 
device  area — I  think  there  is  legislation  that  is  being  worked  with 
the  Administration  and  private  industry,  as  well  as  the  responsible 
committees  here,  to  try  to  find  a  way  to  have  a  designated  applica- 
tion fee  that  can  beef  up  the  personnel  at  FDA  and  clear  out  the 
backlog,  make  a  huge  difference.  The  industry  is  willing  to  pay  for 

it. 

I  just  hope  that  your  folks  are  weighing  in  on  that  in  behalf  of 
some  kind  of  legislative  remedy  that  can  get  us  out  of  the  woods. 

Secretary  Brown.  I  think  one  of  the  things  that  is  helping  us  in 
that  regard,  too,  is,  as  you  know,  medical  devices  is  one  of  the  has- 
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kets  in  our  Japan  framework  discussion,  so  it  has  kind  of  forced  us 
to  deal  with  the  issues  that  you  outline. 

Mr.  Skaggs.  The  other  thing  I  wanted  to  mention,  and  I  will 
have  one  question  also,  if  I  may,  for  the  record  having  to  do  with 
the  decompilation  issue  in  Japan  in  particular,  but  I  don't  want  to 
get  into  that  right  now. 

Secretary  Brown.  Thank  you. 

Mr.  Skaggs.  And  neither  do  you. 

COORDINATION  WITH  STATE  EXPORT  PROMOTION  OFFICES 

But  one  thing  I  did  want  to  mention  to  you,  in  addition  to  con- 
gratulating you  on  the  efforts  in  the  export  promotion  area,  is  to 
mention  what  I  have  heard  at  least  from  Colorado  where  we  have 
a  very  vigorous  and  energetic  export  promotion  effort  at  the  State 
level,  is  to  suggest  that  if  you  aren't  already  taking  this  tact,  that 
the  Department  could  exploit  State  Export  Promotion  Offices  to  a 
greater  degree  in  a  coordinated  way. 

In  Colorado,  for  instance,  we  have  developed  really  some  good 
and  effective  relationships  with  Mexico,  both  at  the  governmental 
level  and  private  environmental  groups  and  so  forth,  and — any 
way,  I  think  the  potential  for  working  with  the  states  on  this  is  a 
positive  one. 

Secretary  Brown.  I  couldn't  agree  with  you  more.  Congressman 
Skaggs.  We  have  talked  for  the  last  13  months  about  redefining  a 
whole  set  of  relationships.  One  of  them,  the  relationship  between 
the  public  and  private  sector;  one  a  relationship  between  and 
among  the  various  units  of  the  Federal  government,  the  kind  of 
interagency  coordination  that  is  needed.  But  I  think  one  that  has 
been  neglected  has  been  coordination  between  the  Federal  govern- 
ment and  state,  county  and  local  governments,  and  in  response  to 
your  question,  particularly  state  governments. 

We  need  to  do  a  better  job  of  that.  There  needs  to  be  more  com- 
munication first  and  then  coordination,  and  that  is  how  we  have 
to  work  on  it. 

Mr.  Skaggs.  Morgan  Smith,  who  runs  that  shop  in  Colorado, 
would  be  delighted  to  get  a  call  from  somebody,  and  he  has  really 
thought  this  through  and  would  be  a  good  ally. 

Secretary  Brown.  That  will  happen. 

Mr.  Skaggs.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Smith.  I  am  going  to  save  my  time  for  Mr.  Price. 

I  will  yield  now  to  Mr.  Rogers. 

GREEN  GROSS  DOMESTIC  PRODUCT 

Mr.  Rogers.  Mr.  Secretary,  you  have  requested  a  reprogramming 
of  funds  to  do  an  initiative  that  is  called  the  Green  Gross  Domestic 
Product,  and  I  am  here  to  ask  you  what  in  the  devil  that  is? 

Secretary  Brown.  That  is  a  good  question,  Mr.  Rogers;  some- 
thing that  every  other  industrialized  country  does.  It  is  a  measure 
of  the  value  of  our  natural  resources,  how  much  of  them  are  in  the 
ground,  how  much  of  them  are  depleted,  and  what  is  the  cost  of 
that  depletion. 
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It  is  a  measuring  rod  that  we  think  is  important  in  order  to  keep 
us  competitive,  to  look  at  factors  in  measuring  our  economy  that 
our  international  competitors  look  at  on  a  regular  basis. 

Mr.  Rogers.  I  am  not  sure  what  you  are  measuring,  and  why  do 
you  need  to  have  this  measurement,  and  how  can  you  make  a 
measurement  of 

Secretary  Brown.  Changes  in  the  resources  that  our  Nation  has 
certainly  affect  our  economy,  our  planning  for  the  future,  and  our 
projections  for  economic  growth.  Resources  are  a  very  important 
part  of  our  Nation's  economic  strength,  and  having  an  accurate 
measure  of  them  is  one  factor  that  we  would  look  at  to  measure 
that  strength. 

Mr.  Rogers.  Don't  we  already  measure  most  of  this?  The  mines 
and  minerals  output  reserves  are  estimated  and  measured. 

Secretary  Brown.  We  don't  now  have  a  process  of  measuring 
their  overall  impact  on  the  economy.  There  are  some  measures 
now,  it  is  true,  but  not  of  the  kind  that  we  are  suggesting. 

Mr.  Rogers.  Well,  gross  domestic  product  is  an  objective  meas- 
urement. It  is  a  yardstick  that  everyone  understands.  It  is  a  meas- 
urable thing.  It  is  numbers  and  figures  that  give  us  all  an  objective 
view  of  what  the  economy  is  like. 

How  can  you  objectively  measure  the  monetary  value  of,  for  ex- 
ample, the  environmental  value  of  coal  or  timber? 

Secretary  Brown.  Well,  let  me  say  first  that  the  measures  that 
we  are  presently  taking  will  not  be  eliminated.  This  will  not  be  a 
substitute  for  them,  but  rather  a  complement  to  them.  It  will  give 
us  new  information,  more  information  than  we  have  now. 

I  can't  respond  to  you  in  a  technical  way  about  how  those  meas- 
urements are  made,  but  I  am  assured  that  we  do  have  a  method 
for  making  those  measurements  and  giving  us  a  so-called  Green 
GDP  measurement. 

Mr.  Rogers.  Well,  what  is  going  to  be  the  benefit  of  having  such 
a  thing? 

Secretary  Brown.  Well,  one  thing  it  could  do,  Mr.  Rogers,  is  give 
us  a  way  of  assessing  and  evaluating  the  contribution  that  coal,  for 
example,  as  a  natural  resource  makes  to  our  economy  and  its  use 
in  production  and  heating.  We  think  that  can  be  an  important  eco- 
nomic tool  for  us. 

Mr.  Rogers.  How  much  money  are  you  asking  for  this  initiative? 

Secretary  Brown.  $1.5  million  in  1995,  Mr.  Rogers,  and  $300,000 
in  the  reprogramming. 

Mr.  Rogers.  I  am  yet  to  understand  what  it  is  you  are  asking 
for. 

Secretary  BROWN.  Well,  we  could  frankly  lay  it  all  out.  As  a  mat- 
ter of  fact,  I  would  be  pleased  to  have  some  of  our  people  from  ESA 
come  up  and  meet  with  you  and  your  staff  and  also  give  you  some 
written  materials  on  why  we  think  it  is  important  and  what  is  hap- 
pening in  the  rest  of  the  industrialized  world  in  making  such  meas- 
urements. 

Mr.  Rogers.  Well,  I  would  appreciate  a  written  report. 

Secretary  Brown.  Absolutely,  Mr.  Rogers.  We  would  be  glad  to 
do  that. 


191 


Report  on  Integrated  Environmental-Economic  Accounting 

"Green  GDP"  is  the  short-hand  or  popular  name  for 
Integrated  Environmental-Economic  Accounting,  an  advance  in 
national  economic  accounting  that  is  spelled  out  in  the 
United  Nations  handbook  System  of  Integrated  Environmental 
and  Economic  Accounts.  This  system,  in  turn,  supplements 
a  larger  framework  for  national  economic  accounting  called 
the  System  of  National  Accounts ^  which  has  been  sponsored 
by  the  United  Nations  and  other  multilateral  organizations 
and  now  adopted  by  most  of  the  nations  of  the  world. 

Within  the  United  States  Government,  the  Commerce 
Department's  Bureau  of  Economic  Analysis  (BEA) ,  the  agency 
that  produces  the  national  income  and  product  accounts  and 
GDP,  is  responsible  for  developing  integrated 
environmental-economic  accounting  to  supplement  our 
national  economic  accounting  system. 

In  the  last  week  of  April,  BEA  will  publish  a  comprehensive 
report  on  integrated  environmental-economic  accounting  or 
"Green  GDP."  The  report  will  (1)  review  the  concepts 
underlying  integrated  environmental-economic  accounting, 

(2)  discuss  the  major  issues  of  methodology  arising  in  the 
development  of  integrated  environmental-economic  accounts, 

(3)  present  prototype  environmental-economic  accounts  for 
nonrenewable  resources,  including  illustrative  calculations 
and  figures  for  the  accounts,  (4)  discuss  some  of  the 
strengths  and  weaknesses  of  the  alternative  approaches  to 
developing  the  environmental-economic  accounts,  and  (5) 
note  how  integrated  environmental-economic  accounting  can 
improve  understanding  of  the  performance  of  the  American 
economy. 

Immediately  upon  release,  copies  of  the  report  will  be  sent 
to  all  members  of  the  House  Appropriations  Subcommittee. 
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Mr.  Rogers.  I  want  you  to  point  toward  explaining  how  this 
would  benefit  any  individual  in  this  country  or  any  business  or  any 
other  interest,  or  whether,  frankly,  it  is  just  a  subsidization  of  the 
environmental  movement.  That  is  really  what  I  am  after. 

Secretary  Brown.  That  certainly  isn't  what  it  is  intended  to  be, 
Mr.  Rogers.  It  is  intended  to  give  us  valuable  data  that  helps  us 
in  our  economic  analyses.  But  we  would  certainly  be  pleased  to  pro- 
vide any  information  that  would  be  helpful  to  you  in  that  regard. 

Mr.  Rogers.  Okay.  Well,  thank  you  very  much. 

Mr.  Smith.  Mr.  Price? 

Mr.  Price.  Thank  you,  Mr.  Chairman. 

Welcome,  Mr.  Secretary. 

Secretary  BROWN.  Thank  you,  Congressman. 

Mr.  Price.  Your  associates,  good  to  have  you  here.  I  want  to 
start  out  by  asking  you  to  reflect  on  the  implications  of  these  budg- 
et decisions  that  we  are  facing  in  the  House. 

Today  and  tomorrow  we  are  going  to  be  debating  budget  resolu- 
tions, and  we  have,  in  looking  at  your  submission,  traced  out  the 
implications  of  the  resolution  reported  by  the  Budget  Committee. 
However,  there  is  an  alternative  on  the  Floor  sponsored  by  the 
Ranking  Republican  Member  of  the  Budget  Committee,  Mr.  Kasich, 
and  my  understanding  is  that  that  alternative  would  have  espe- 
cially serious  implications  for  your  Department. 

Let  me  just  review  a  few  of  those  and  then  ask  you  to  comment. 

ECONOMIC  development 

We  were  talking  earlier  about  the  Economic  Development  Ad- 
ministration. This  alternative  budget  would,  as  I  understand  it,  it 
would  actually  shut  down  the  EDA  and  would  merge  it  into  a  con- 
solidated block  grant,  and  then  cut  those  funds  substantially. 

The  alternative  budget  that  Mr.  Kasich  has  proposed  would  to- 
tally eliminate,  as  I  understand,  the  advanced  technology  program. 
No  funding  whatsoever.  Now,  there  is  a  kind  of  general  item  in  this 
administration  budget,  it  says  reduce  the  administration's  invest- 
ment spending,  and  we  had  some  trouble  in  the  markup  getting  the 
specifics  on  exactly  what  that  meant. 

But  I  think  what  it  means  is  to  simply  cut  out  everything  that 
you  are  proposing  in  the  way  of  increased  investments.  That  means 
none  of  the  funding  for  the  NIST  programs  and  the  Technology  Ad- 
ministration, none  of  the  funding  to  support  the  Under  Secretary 
for  Technology,  Office  of  Technology  Policy,  as  they  undertake  the 
administration's  partnership  for  a  new  generation  of  technologies 
initiative;  no  funding  for  the  National  Information  Infrastructure. 

So  it  is  a  radical  alternative  to  what  we  are  talking  about  and 
what  you  are  presenting  to  us  here  today,  and  I  would  appreciate 
your  comment  on  what  the  implications  for  your  work  would  be  if 
that  budget  were  to  be  adopted. 

Secretary  Brown.  Well,  Mr.  Price,  radical  is  stating  it  mildly.  It 
is  draconian;  it  would  be  devastating;  it  would  go  to  the  very  heart 
of  the  Administration's  economic  renewal,  economic  growth,  and  job 
creation  program. 

We  believe  it  would  be  a  serious  mistake  for  the  Congress  to  seri- 
ously consider  such  a  legislative  proposal.  We  believe  this  is  just 
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the  time  in  American  history  that  we  need  to  be  investing  in  our 
economic  future,  that  we  need  to  be  focusing  on  economic  growth. 

We  also  beheve,  and  I  am  sure  you  share  this  view,  that  tech- 
nology is  at  the  very  heart  of  our  ability  to  grow  economically.  It 
might  well  be  the  key  to  our  economic  growth  strategy.  We  think 
we  are  on  the  right  track;  we  think  the  private  sector  believes  that 
we  are  on  the  right  track. 

We  think  that  a  combination  of  the  kind  of  invigorated  trade  pol- 
icy, export  promotion  policy,  and  the  kind  of  technology  policy  to 
include  our  commitment  to  the  National  Information  Infrastructure 
gets  more  bang  for  the  buck  than  almost  anything  that  we  can  do 
in  spending  Federal  dollars.  Because  it  speaks  not  only  to  the 
present,  but  most  importantly,  it  speaks  to  the  future.  So  I  would 
hope  that  the  Congress  would  not  give  serious  consideration  to 
those  proposals. 

ELIMINATING  ADVANCED  TECHNOLOGY  PROGRAM 

Mr.  Price.  Now,  as  I  understand  it,  we  are  not  just  talking  about 
in  this  Kasich  budget,  we  are  not  just  talking  about  cutting  the 
new  investments,  we  are  talking  about  totally  eliminating  the  ad- 
vanced technology  program. 

I  am  not  sure  why  that  is  the  target.  Do  you  understand  why — 
why  would  anyone  propose  the  total  elimination  of  that  program? 
What  kind  of  track  record  do  we  have  here? 

Secretary  BROWN.  Well,  I  would  assume  that  there  might  be 
some  ideological  reasons,  although  I  don't  understand  those,  since 
that  program  was  really  initiated  during  a  Republican  administra- 
tion. It  has  had  strong  bipartisan  support  through  the  years.  So  I 
am  as  puzzled  and  perplexed  as  you  are,  Mr.  Price,  by  that  kind 
of  a  suggestion. 

Mr.  Price.  Mr.  Chairman,  I  have  another  question  which  might 
be  a  bit  lengthy.  Maybe  I  should  go  vote  and  come  back. 

Mr.  Smith.  Well,  the  other  two  are  coming  back.  Whatever  you 
want  to  do. 

NORTHERN  TELECOM 

Mr.  Price.  Well,  let  me  get  started  and  then  I  may  have  to  pick 
up  a  little  later.  It  has  to  do — the  Secretary  won't  be  surprised — 
it  has  to  do  with  one  of  the  premier  firms  in  my  area  and  a  very 
important  firm  in  North  Carolina,  but  it  does  concern  some  wider 
questions  of  policy. 

The  company  is  Northern  Telecom.  This  is  a  Canadian  tele- 
communications company  that  employees  10,000  of  my  constituents 
and  employs  22,000  people  nationwide. 

Mr.  Secretary,  you  have  been  very  generous  with  your  time  and 
your  attention;  you  have  met  with  us  twice  this  past  year  on  par- 
ticular matters,  and  as  you  know,  another  request  is  pending  for 
you  to  meet  with  these  Northern  Telecom  officials. 

But  it  is  worth  your  time  and  attention,  because  this  is  impor- 
tant. The  immediate  question  is  a  pending  bid  for  business  in 
Saudi  Arabia,  but  as  you  know,  it  goes  farther  than  that.  The 
guidelines  companies  for  our  officials  providing  assistance  for  com- 
panies in  their  export  efforts  clearly  state  that  the  U.S.  has  a  na- 
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tional  interest  when  the  U.S.  content  of  the  goods  or  services  to  be 
provided  exceeds  50  percent  of  their  total  value. 

Now,  we  have  situations  in  four  countries  in  the  recent  past 
where  Northern  Telecom  submitted  bids  that,  if  awarded,  would 
have  resulted  in  significant  benefit  to  the  American  economy  and 
to  the  American  work  force.  Tunisia,  over  50  percent  U.S.  content. 
Greece,  about  55  percent.  Saudi  Arabia,  62  percent  U.S.  content. 
And  last,  but  not  least,  Japan,  95  percent  U.S.  content. 

Now,  fortunately,  in  the  case  of  Tunisia  where  local  U.S.  officials 
did  help,  did  provide  support,  the  Northern  Telecom  bid  was  suc- 
cessful. These  other  bids  are  all  pending.  But  your  Department,  as 
I  understand  it,  is  pointing  to  language  in  the  Trade  Barriers  Re- 
port that  says,  quote,  "A  preferred  supplier  relationship  between 
Bell  Canada,  Canada's  largest  telecommunications  service  provider, 
and  Northern  Telecom,  Canada's  largest  telecommunications  equip- 
ment manufacturer,  constitutes  a  barrier  to  U.S.  telecommuni- 
cations equipment  sales." 

Now,  let  me  just  line  out  a  few  questions  and  then  I  probably 
should  go  vote  and  ask  you  to  respond  when  we  resume.  The  first 
question,  of  course,  is  whether  it  is  true  that  the  language  in  the 
Trade  Barriers  Report  is  what  has  been  the  cause  of  your  stance 
this  year. 

Secondly,  are  the  reports  true  that  your  Department  has  been 
lobbying  the  U.S.  Trade  Representative  to  retain  this  language 
after  they  made  an  initial  decision  to  drop  the  language?  Are  these 
reports  accurate?  And  if  they  are  accurate,  what  is  the  rationale  for 
wanting  this  language  included  in  the  Trade  Barriers  Report? 

Isn't  that  a  decision  that  the  U.S.  Trade  Representative  ought  to 
make  independently? 

Now,  we  talked  to  Ambassador  Kantor  at  our  hearing  earlier  this 
week.  We  cited  his  statement  to  Representatives  Dingell  and  Mar- 
key  that,  again  I  am  quoting,  "The  preferred  supplier  relationship 
between  Bell  Canada  and  its  corporate  affiliate,  Northern  Telecom, 
both  of  which  are  privately  owned  subsidiaries  of  Bell  Canada  en- 
terprises, is  not  subject  to  GATT  Article  3  disciplines  nor  does  the 
relationship  appear  to  be  inconsistent  with  any  provisions  of  the 
NAFTA." 

Now,  Ambassador  Kantor  then  acknowledged  that  AT&T  has 
similar  preferred  supplier  arraingements.  But  he  said  in  the  case  of 
AT&T,  their  procurements  are  quote,  "nondiscriminatory".  The  fact 
is,  despite  AT&T's  so-called  open  procurements,  their  arrange- 
ments are  very  similar,  if  not  identical,  to  those  between  Bell  Can- 
ada and  Northern  Telecom. 

Here  is  a  quote  from  the  1992  Telecom  Publishing  Group  Re- 
search and  Reports:  "One  of  AT&T's  network  system's  most  impor- 
tant functions  is  its  role  as  supplier  of  virtually  all  the  digital 
switching  and  transmission  equipment  used  in  AT&T's  long-dis- 
tance network." 

So  it  looks  to  be  a  distinction  without  a  difference,  and  of  course 
if  any  other  country  tried  to  object  to  this  preferred  supplier  ar- 
rangement on  the  part  of  one  of  our  fine  companies,  AT&T,  I  think 
we  would  object  strenuously. 
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So  the  question  is,  aren't  we  simply  in  danger  here  of  using  tech- 
nicalities as  a  reason  for  acting  against  the  best  interest  of  Amer- 
ican workers? 

Secretary  Brown.  First,  let  me  say  I  think  you  know,  Congress- 
man Price,  that  I  am  very  sensitive  to  your  concerns  about  this 
issue,  and  that  is  why  we  have  had  open  dialogue  about  it,  and  I 
look  forward  to  the  meeting  that  is  planned  in  the  very  near  fu- 
ture. 

We  did  react  as  we  have  in  the  past  because  of  the  advocacy 
guidelines  that  have  been  applied  in  the  Commerce  Department. 
The  comments  that  you  have  just  referred  to  that  Mr.  Kantor  made 
recently,  I  believe,  in  writing  to  Mr.  Dingell  are  new. 

Mr.  Price.  That  is  right. 

Secretary  Brown.  This  is  a  new  occurrence,  and  I  think  we  need 
to  evaluate  the  situation  based  on  that  occurrence.  It  is  not  true. 
Congressman  Price,  that  the  Commerce  Department  has  been  lob- 
bjdng  the  USTR  to  do  something  different  than  it  has  decided  to 
do,  but  you  have  rightly  indicated  that  there  are  new  elements  in 
the  equation  now;  we  ought  to  give  those  consideration,  and  we  cer- 
tainly plan  to  do  that. 

Mr.  Smith.  Go  ahead.  Do  you  have  another  question? 

Mr.  Price.  Well,  I  appreciate  that  indication  of  openness.  That 
has  been  our  experience  in  dealing  with  you  on  this,  and  we  clearly 
have  a  lot  more  to  talk  about,  and  I  appreciate  the  way  you  are 
approaching  it. 

Northern  Telecom  is  the  highest  pa5dng  telecommunications  com- 
pany in  the  United  States.  Those  22,000  jobs  in  this  country  pay 
an  average  salary  of  $25  an  hour.  It  was  the  first  U.S.  supplier  to 
penetrate  the  Japanese  telecommunications  market;  it  is  a  real 
success  story  for  us. 

I  think  you  know,  I  have  never  sought  anything  other  than  sim- 
ply a  level  playing  field.  We  are  not  talking  about  any  kind  of  spe- 
cial treatment  or  special  favor.  At  the  same  time,  we  do  want  fair 
treatment  for  our  companies  that  manufacture  here  and  employ 
our  people,  and  so  the  bottom  line  is  high-pa5dng,  high-skilled  jobs 
for  Americans. 

And  if  rendering  assistance  to  a  company  will  benefit  Americans, 
I  think  we  ought  to  be  doing  it  with  enthusiasm.  So  I  look  forward 
to  continuing  to  work  with  you  on  this. 

Secretary  Brown.  Thank  you,  Mr.  Price. 

And  you  ought  to  certainly  be  assured  of  fair  treatment  as  we 
move  through  this  process.  I  must  say,  as  I  have  indicated,  that  we 
w£int  to  review  the  situation  in  view  of  Ambassador  Kantor's  re- 
sponse. I  need  to  point  out  that  the  practices  don't  have  to  be 
GATT-illegal  to  be  trade  barriers,  and  I  think  that  is  the  distinc- 
tion that  we  need  to  look  at  and  examine  to  see  whether  a  trade 
barrier  does  exist. 

The  Japanese  keiretzu,  for  example,  is  not  GATT-illegal,  but  it 
sure  is  a  trade  barrier  to  our  ability  to  compete  effectively  in  that 
market.  I  say  that  not  as  a  negative,  but  just  to  put  Ambassador 
Kantor's  response  in  perspective,  and  to  let  you  know  that  we  are 
absolutely  open  to  a  discussion  about  it,  absolutely  open  to  giving 
that  changed  circumstance.  It  does  imply  a  change  in  the  way  we 
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are  looking  at  those  market  practices  to  consider  those  as  we  take 
another  look  at  this  matter. 

Mr.  Price.  Okay.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Smith.  Off  the  record. 

[Discussion  off  the  record.] 

[Vote  recess.] 

TRADE  ADJUSTMENT  ASSISTANCE  CENTER 

Mr.  MOLLOHAN  [presiding].  Mr.  Secretary,  for  the  second  year  in 
a  row  your  budget  request  has  not  listed  anything  for  the  Trade 
Adjustment  Assistance  Center  funding  under  EDA. 

Is  it  still  the  Administration's  position  that  that  program  is  du- 
plicative of  other  assistance  programs? 

Secretary  Brown.  We  believe  that  we  have  taken  care  of  some 
of  that  function  with  our  manufacturing  outreach  efforts.  It  is  not 
the  same  program.  We  have  had  to  make,  like  all  other  depart- 
ments, some  very  tough  budget  decisions,  and  I  know  that  some  of 
them  have  been  controversial. 

We  think  we  are  being  careful  not  to  let  enterprises  like  those 
that  were  served  by  the  program  that  you  make  reference  to  fall 
between  the  cracks  with  other  EDA  programs,  including  our  loan 
program  that  is  something  new  that  we  are  suggesting  for  this 
year. 

But  you  are  right,  Mr.  Mollohsm,  we  have  not  recommended 
funding  for  that  effort. 

EDA  DEFENSE  CONVERSION  FUNDING 

Mr.  MOLLOHAN.  Well,  I  understand  that  you  have  provided 
grants  under  EDA  defense  conversion  funding  to  the  TAA  Centers 
for  providing  assistance  to  firms  impacted  by  the  downturns  in  the 
defense  industry. 

How  does  that  action  correspond  to  your  proposals  to  eliminate 
the  program  and  perhaps  not  to  provide  assistance  in  other  indus- 
tries? 

Secretary  Brown.  Well,  you  are  also  right  in  that  there  is  an  op- 
portunity under  the  program  that  you  just  mentioned  to  fund  those 
kinds  of  efforts.  It  means  that  we  are  not  doing  what  we  used  to 
do  with  that  program. 

We  think  that  we  are  filling  the  gap  in  other  ways,  for  example, 
the  way  that  you  just  mentioned,  in  the  area  of  defense  conversion. 

Mr.  MOLLOHAN.  But  there  are  so  many  other  areas  that  fall 
under  that  category  of  defense  conversion.  How  do  you  pick  them 
up? 

Secretary  Brown.  We  think  that  they  can  be  picked  up  by  other 
EDA  programs,  one  of  which  is  the  loan  guarantee  program  that 
I  just  mentioned. 

Mr.  MOLLOHAN.  How  does  that  happen? 

Secretary  Brown.  And  also  the  Manufacturing  Extension  Part- 
nership work  that  puts  us  in  direct  contact  with  small  businesses. 
But  I  don't  want  to  misstate,  Mr.  Mollohan.  It  is  true  that  specific 
effort  has  been  depleted,  even  with  our  efforts  to  pick  up  some  of 
the  gap.  You  are  absolutely  right. 

Mr.  Mollohan.  Well,  the  problem  that  I  have  with  that  is  that, 
while  I  am  extremely  supportive  of  all  of  the  new  NIST  programs 
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like  the  manufacturing  and  the  outreach  programs,  they  are  not 
reaching  my  constituency  yet,  and  trade  adjustment  assistance  is 
there  helping  my  companies. 

And  while  I  think  these  other  programs  have  the  potential  of 
reaching  out  to  us  comprehensively,  I  am  concerned  that  we  are 
cutting  this  program  off,  except  for  areas  of  defense  conversion. 

I  guess  there  is  a  feeling  on  the  Subcommittee,  and  I  am  not 
speaking  for  anybody  here,  but  just  kind  of  assessing  the  mood  as 
I  have  heard  it,  that  the  Commerce  Department  is  really  turning 
out  a  lot  of  support  for  defense  conversion  problems.  In  and  of  itself 
I  don't  have  a  problem  with  this.  In  fact,  I  support  it,  because  I  am 
extremely  sympathetic  to  economic  hardship  wherever  it  exists  or 
for  whatever  reason.  But  if  your  support  for  defense  conversion 
comes  at  the  expense  of  other  programs  serving  traditional  eco- 
nomic problems,  then  I  begin  having  a  real  problem  with  the  agen- 
da. Will  you  speak  to  this  bias;  this  shift  in  emphasis  at  Com- 
merce? 

Secretary  Brown.  There  certainly  is  no  intentional  bias. 

Mr.  MOLLOHAN.  You  feel  that,  though,  don't  you? 

Secretary  Brown.  From  the  questions  I  have  gotten  this  morn- 
ing, I  certainly  understand  the  concern  of  most  of  the  Committee. 
I  just  want  to  reassure  you  of  my  commitment  to  the  traditional 
public  works  kind  of  approach,  to  the  approach  that  you  have  men- 
tioned on  the  trade  adjustment  assistance  front. 

What  we  have  tried  to  do  is  to  find  ways  that  we  think  give  us 
the  most  bang  for  the  buck,  the  greatest  spread,  the  greatest  abil- 
ity to  have  a  real  impact,  and  we  have  made  some  trade-offs,  there 
is  no  question  about  that.  We  are  all  making  very  tough,  some- 
times excruciating  budget  decisions  and  trying  to  rationalize  them 
as  best  we  can. 

And  I  take  to  heart  the  concern  that  you  have  expressed  and  that 
other  Members  of  the  Committee  have  expressed,  and  I  think  we 
need  to,  in  going  forward,  make  sure  that  we  take  those  concerns 
into  consideration. 

Mr.  MOLLOHAN.  When  you  say  the  traditional  public  works  ap- 
proach, I  think  I  understand  that  you  mean  EDA  grants  which  go 
to  infrastructure  in  an  industrial  park  and  other  similar  activities, 
right? 

Secretary  BROWN.  Yes. 

Mr.  MOLLOHAN.  How  is  your  defense  conversion  program  dif- 
ferent from  that?  What  does  it  target?  How  do  you  spend  money 
to  rejuvenate  those  industries? 

Secretary  Brown.  First  of  all,  I  think  there  are  some  similarities. 
I  think  one  of  the  differences  is  reliance  on  the  kind  of  revolving 
loan  fund  approach,  trying  to  leverage  dollars 

Mr.  MOLLOHAN.  Involving  loan  or  guarantee  programs — 

Secretary  Brown.  Both. 

Mr.  MOLLOHAN  [continuing].  To  individual  businesses? 

Secretary  Brown.  No,  not  to  individual  businesses,  to  commu- 
nities, and  to  fiscal  intermediaries.  In  other  words,  trying  to  lever- 
age dollars,  just  as  the  loan  guarantee  fund  that  we  have  proposed 
does.  So  it  is  different  in  that  respect. 

Some  of  the  targets  are  the  same,  but  as  I  indicated  in  response 
to  some  of  the  other  questions,  we  think  it  is  a  more  comprehensive 
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approach  to  community  economic  development,  not  to  the  exclusion 
of  the  other  approach,  but  that  it  allows  us  to  tie  some  things  to- 
gether. What  we  have  discovered  is  sometimes  you  can  take  care 
of  a  business,  for  example,  but  if  the  entire  community  is  in  eco- 
nomic decline,  business  is  going  to  soon  follow  in  that  same  direc- 
tion. So  we  have  been  tr3dng  to  find  ways  to  deal  with  communities 
in  a  more  comprehensive  way. 

Mr.  MOLLOHAN.  And  is  that  applicable  to  the  areas  that  the  EDA 
programs  have  traditionally  targeted? 

Secretary  BROWN.  It  is  applicable  to  what  we  are  doing  all  over 
the  country. 

Mr.  MoLLOHAN.  Well,  I  will  be  interested  in  following  that  up. 

Secretary  Brown.  We  will  too.  We  need  to  evaluate  it  and  make 
sure  we  are  having  the  kind  of  results  that  we  want. 

MANUFACTURING  TECHNOLOGY  CENTERS 

Mr.  MoLLOHAN.  I  want  to  talk  with  you  a  little  bit  about  the 
Manufacturing  Technology  Centers  and  learn  how  we  really  get 
down  to  reach  the  small  manufacturer.  I  will  add,  too,  that  I  have 
the  same  question  with  regard  to  your  export  initiatives.  I  think 
that  Mr.  Skaggs  asked  you  a  couple  of  questions  in  that  regard. 

For  our  traditional  industries  to  grow,  they  need  access  to  that 
kind  of  information;  and  that  kind  of  resource  needs  to  be  available 
to  the  local  people  and  local  manufacturers.  I  note  that  you  have 
initiated  this  in  your  programs  and  I  think  that  is  really  tremen- 
dous. 

But  I  notice  in  your  one-stop  shop  pilot  projects  you  have  tar- 
geted— Baltimore,  Chicago,  Miami,  and  Long  Beach. 

Secretary  BROWN.  Right. 

Mr.  MOLLOHAN.  And  in  your  opening  statement,  you  referenced — 
that  you  wanted  to  reach  small  and  medium-sized  areas  or  busi- 
nesses. 

I  am  just  wondering,  wouldn't  it  be  better  to  conduct  the  pilot 
projects  in  four  areas  that  were  demographically  and  economically 
different,  so  that  you  can  fashion  this  program,  to  meet  a  variety 
of  localities,  and  be  able  to  adapt  the  program  to  the  differing 
economies? 

DEMOGRAPHIC  CONSIDERATIONS  OF  ONE-STOP  SHOPS 

Secretary  Brown.  We  are  tr5ring  to  get  the  kind  of  demographic 
spread  that  you  suggest  and  certainly  geographic  spread  as  well. 
That  is  the  beginning  of  that  effort,  and  we  are  trying  to  do  it  in 
a  way  that  is  cost-effective. 

This  is  really  a  matter  of  co-locating  facilities — Eximbank,  SBA, 
Commerce,  just  to  name  three — ^to  find  a  facility,  to  get  the  other 
agencies  to  move  with  us,  to  try  to  do  it  within  our  present  budget 
authorization. 

They  are  not  easy  judgments.  But  I  will  agree  with  you,  and  I 
will  assure  you  that  we  will  take  those  demographic  considerations 
into  account  as  we  expand. 

I  would  love  to  have  these  one-stop  shops  all  over  the  country, 
and  as  we  move  in  that  direction,  we  need  to  assure  that  we  give 
particular  emphasis  to  small  and  medium-size  businesses,  as  I  in- 
dicated in  my  earlier  remarks. 
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Mr.  MOLLOHAN.  Either  Mr.  Skaggs,  or  Mr.  Price  asked  a  ques- 
tion about  the  coordination  effort.  I  understand  that  there  are  some 
turf  problems  here  and  that  is  creating  some  slippage  in  getting 
the  coordinated  efforts  underway. 

I  think  you  said  you  had  two  under  way  in  your  oral  testimony? 

Secretary  Brown.  I  was  incorrect.  We  have  four  in  operation 
now. 

Mr.  MOLLOHAN.  What  are  you  doing  about  that  slippage  prob- 
lem? Are  you  hands-on  with  that? 

EXPORT  ADMINISTRATION  ACT  REAUTHORIZATION 

Secretary  Brown.  I  would  like  to  think  that  there  is  not  slippage. 
I  am  very  serious  about  my  leadership  role  in  the  coordinating 
committee,  the  necessity  to  follow  up  and  remain  vigilant. 

Maybe  some  people  who  have  talked  about  that  have  talked 
about  it  in  terms  of  the  Export  Administration  Act  reauthorization. 
We  made  some  giant  steps  on  the  issue  of  export  controls  or  decon- 
trols, export  licensing  generally.  There  have  been  some  who 
thought  some  of  the  earlier  conversation  in  preparation  for  the  Ex- 
port Administration  Act,  there  was  some  backsliding  on  that. 

I  am  very  sensitive  to  that;  the  President  is  very  sensitive  to 
that.  This  is  something  that  he  is  committed  to,  to  making  these 
changes,  again  in  the  context  of  reassuring  the  American  people 
about  our  concern  about  nonproliferation  and  arms  control  and  na- 
tional security  matters.  Obviously,  there  will  be  destination  excep- 
tions in  all  of  these  decisions.  But  we  are  in  a  decontrol  mode. 

Mr.  MOLLOHAN.  Okay.  One  more  observation,  Mr.  Secretary. 

One  measurement  of  success  is  in  the  implementation  of  good 
ideas.  I  wasn't  just  saying  it  earlier,  I  think  you  are  doing  a  tre- 
mendous job  of  pulling  all  of  these  programs  together  and  trying 
to  focus  on  today's  problems  in  our  economy. 

Secretary  Brown.  Thank  you. 

Mr.  MOLLOHAN.  But  a  lot  of  times  our  success,  or  lack  of  success, 
is  measured  by  how  these  programs  are  carried  out  and  how  they 
play  out  at  the  local  level,  whether  it  is  a  grant  program  or  what- 
ever. 

From  our  experience  in  West  Virginia,  I  think,  there  is  a  need 
to  look  at  the  length  of  time  it  takes  to  process  grant  applications. 
Even  after  grant  applications  are  approved,  we  often  have  recipi- 
ents calling  back  4  weeks  after  it  has  been  approved  because  the 
money  has  not  yet  come  down. 

I  know  that  there  is  obviously  a  paperwork  process  that  has  to 
be  followed  and  there  are  a  lot  of  different  levels  to  the  issue.  I 
know  that  you  have  good  intentions  about  this  issue.  What  I  want 
to  ensure  is  that,  in  good  faith,  this  intention  is  carried  out.  In 
other  words  to  ensure  that  whoever  has  that  responsibility  in  the 
Department  is  really  reflecting  your  effectiveness.  I  would  like  to 
suggest  to  you  that  there  might  be  some  improvements  in  that 
area. 

Secretary  Brown.  I  couldn't  agree  with  you  more,  Mr.  Mollohan. 
We  need  to  do  a  better  job,  need  to  be  more  efficient,  we  need  to 
move  the  grant  process  more  rapidly. 

I  am  pleased  now  that  we  have  Will  Ginsberg,  who  is  sitting  over 
here,  running  EDA,  putting  in  a  management  system  that  will  help 
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us  to  do  just  that.  Clearly,  as  we  ramp  up,  as  we  have  more  re- 
sources to  manage,  the  expectations  of  us  are  higher,  and  they 
should  be  higher. 

As  you  well  know,  over  the  past  10  or  12  years,  there  has  been 
an  effort  to  zero  out  EDA,  which  I  think  would  be  a  disaster  for 
the  country. 

Mr.  MOLLOHAN.  It  would  be  harmful  to  us,  I  can  tell  you. 

Secretary  Brown.  Well,  it  would  be  harmful  all  over  America. 
We  are  very  pleased  with  the  team  that  we  have  put  together  at 
EDA  now.  Will  has  very  significant  experience  at  the  local  level, 
which  is  one  of  the  reasons  that  I  asked  him  to  come  and  join  the 
team.  So  he  is  very  sensitive  to  issues  of  speeding  up  the  process, 
making  it  efficient,  allowing  people  at  the  local  level  to  have  con- 
fidence in  what  we  are  doing.  So  I  take  your  criticism  and 
concern 

Mr.  MOLLOHAN.  Really,  I  do  not  offer  this  in  the  way  of  a  criti- 
cism. At  these  hearings  we  express  concerns,  but,  at  the  same  time, 
I  really  want  to  share  my  praise  for  EDA.  Everybody  in  that  whole 
EDA  program  is  very  well  intentioned.  They  each  have  been  given 
a  responsibility,  and  it  just  seems  to  take  a  long  time  to  process 
that  responsibility. 

I  don't  have  any  criticism. 

Secretary  BROWN.  And  maybe  cut  out  some  layers  in  the  process. 

Mr.  MOLLOHAN.  You  know,  that  occurs  to  me  as  well.  I  hope  that 
is  something  that  you  could  look  at. 

Thank  you,  very  much. 

Secretary  BROWN.  Thank  you. 

Mr.  MOLLOHAN.  Mr.  Moran. 

Mr.  MoRAN.  Yes.  Thank  you.  Chairman  Mollohan. 

I  have  got  a  lot  of  questions,  but  they  can  really  be  asked  of  your 
assistant  secretaries  and  we  will  be  hearing  from  them  this  after- 
noon and  next  week. 

FEDERAL  DEPOSITORY  LIBRARY 

But  there  is  one  series  of  questions  that  I  was  asked  to  inquire 
of  you  by  the  Legislative  Branch  Appropriations  Subcommittee, 
and  I  think  it  reflects  a  particular  concern  of  the  Public  Printer. 
Apparently  the  NTIS  is  distributing  Federal  documents  to  the  Fed- 
eral Depository  Library  System. 

I  understand  this  is  probably  not  your  highest  policy  priority,  but 
we  are  going  to  have  to  address  it.  And  you  are  asking  for  $6  mil- 
lion more  to  get  some  new  equipment,  and  then  another  $6  million 
to  improve  dissemination  to  these  Federal  depository  libraries. 

Well,  this  is  exactly  what  the  Public  Printer  and  the  Federal  De- 
pository Library  Program  does,  and  then  you  are  asking  for  author- 
ization to  develop  a  Federal  information  locator  system.  Well,  we 
just  gave  the  Library  Depository  Program  authorization  to  develop 
a  Federal  information  locator  system.  I  think  it  is  a  very  good  idea 
and  an  important  thing  as  part  of  the  information  highway  to 
make  Federal  information  available  on  line  through  InterNet.  In 
fact  I  would  like  some  assurance  that  the  Commerce  Department 
is  going  to  do  that,  beyond  census  and  statistical  data  and  really 
put  information  that  is  publicly  available  and  useful  on  line  to  com- 
puter users,  both  in  the  public  and  private  sector. 
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But  I  am  afraid  we  got  a  program  here  that  at  least  on  paper 
appears  to  be  very  dupHcative,  and  I  need  a  httle  policy  expla- 
nation on  the  record  from  you. 

Secretary  BROWN.  Certainly. 

Mr.  MORAN.  I  think  I  filibustered  long  enough  so  you  can  find 
out  what  the  issue  is. 

Secretary  BROWN.  I  appreciate  that.  Let  me  say  that  I  appreciate 
your  support  of  our  commitment  to  get  the  Commerce  Department 
on  line.  We  need  to  be  in  order  to  be  effective  and  efficient. 

I  understand  that  all  documents  printed  by  the  Government 
Printing  Office  are  supposed  to  go  to  the  depository  libraries.  How- 
ever, depository  libraries  don't  believe  they  are  getting  all  of  them. 
Whatever  the  depository  libraries  are  not  getting  are  referred  to  as 
fugitive  documents. 

We  are  familiar  with  the  issue,  or  at  least  the  staff  is,  and  we 
will  get  on  top  of  it  and  make  sure  that  we  get  back  to  you  with 
a  response. 

[The  information  follows:] 
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The  National  Technical  Information  Service  (NTIS)  maintains 
the  single  most  comprehensive  collection  of  Federally 
funded  scientific,  technical  and  related  information  in 
Government.  The  NTIS  mission  is  to  disseminate  scientific 
and  technical  information,  not  just  Federal  information  but 
technical  information  from  any  source,  foreign,  or 
domestic. 

NTIS  operates  on  earned  revenues,  and  thus  like  a  private 
business,  they  must  provide  information  to  their  customers 
in  the  form  that  they  seek.  In  November  1992,  as  part  of 
a  Congressionally  mandated  feasibility  study,  NTIS 
initiated  FedWorld,  an  on-line  information  dissemination 
system.  What  began  as  a  gateway  to  other  Federal  on-line 
systems  in  the  area,  has  since  grown  to  a  robust  electronic 
marketplace  supporting  over  120  simultaneous  users:  60 
dialog  modem  users,  30  telnet  (Internet)  users  and  30 
simultaneous  FTP  (Internet)  users.  FedWorld  currently 
handles  about  3,000  connections  per  day  and  registers  about 
3  00  new  users  each  day.  FedWorld  provides  access  to  more 
than  3,000  files  in  22  libraries,  from  which  over  1,000 
files  are  downloaded  daily. 

In  the  process  of  developing  regulations  to  implement  the 
Congressionally  mandated  transfer  to  NTIS  of  all  Federally 
funded  scientific  and  technical  information,  several  public 
comments  suggested  the  need  to  ensure  that  agencies  are 
encouraged  to  fulfill  their  obligation  to  the  nation's 
depository  libraries  under  Title  44. 

NTIS  responded  to  the  public  concerns  in  the  final  rule  by 
offering  online  access  to  the  depository  libraries  for: 
(1)  a  monthly  listing  of  all  information  provided  to  NTIS 
from  Federal  agencies  under  the  new  rule  and  (2)  full  text 
of  products  provided  to  NTIS  by  agencies  in  an  electronic 
form. 

The  electronic  listing  will  differentiate  between  those 
documents  received  by  NTIS  that  were  available  through  the 
Depository  Library  Program  and  those  that  were  not,  the  so- 
called  "fugitive"  documents.  The  system  will  enable 
depository  libraries  to  indicate  which  of  the  fugitive 
documents  they  would  like  to  receive.  NTIS  will  provide 
that  information  to  both  GPO  and  the  originating  agencies. 
The  fulfillment  of  the  depository  library  requests,  which 
is  the  responsibility  of  the  agencies,  will  be  coordinated 
with  the  GPO  Depository  Library  Program.   NTIS  has  no 
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interest  in  duplicating  the  functions  of  the  Depository 
Library  Program  managed  by  GPO. 

To  the  best  of  our  knowledge,  none  of  what  NTIS  now  offers 
online,  duplicates  anything  that  GPO  is  doing.  Thus  far, 
no  one,  including  the  Public  Printer,  has  suggested  that 
NTIS  should  not  provide  access  free  of  charge  to  the 
depository  libraries  or  that  what  NTIS  proposed  to  do  for 
them  would  be  an  unnecessary  duplication  of  what  GPO  does 
or  wants  to  do.  NTIS  and  GPO  are  developing  a  memo  of 
understanding  between  them  to  avoid  duplication  in  this 
area  in  the  future. 

The  operation  of  an  on-line  information  system  by  NTIS  was 
specifically  authorized  in  the  American  Technology 
Preeminence  Act  in  1992.  The  system,  which  we  call 
FedWorld,  is  a  well-tested  system  currently  providing  a 
broad  array  of  electronic  dissemination  services  for  a  host 
of  other  agencies.  Even  the  GPO  Bulletin  Board  was  made 
accessible  via  Internet  through  FedWorld  well  before  GPO 
could  provide  such  access  directly. 

The  funds  requested  to  enhance  FedWorld  will  further 
accelerate  its  already  rapid  expansion  to  enable  somewhere 
on  the  order  of  50,000  users  per  day.  The  funds  requested 
for  the  depository  libraries  are  intended  to  enable  those 
that  are  not  currently  capable  to  gain  access  to  the  ever- 
increasing  volume  of  Government  information  available 
online.  While  the  vast  majority  of  depository  libraries  do 
have  such  capabilities  now,  there  are  a  number  that  simply 
lack  the  resources  to  keep  pace  with  the  electronic 
revolution.  The  requested  funds  should  help  to  prevent 
them  from  becoming  "information  have  nots." 
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Mr.  MORAN.  We  found  out  that  what  NTIS  and  the  Commerce 
Department  is  doing  is  making  available  these  fugitive  documents 
to  the  Federal  Depository  Library  Program,  which  of  course  pricked 
their  ears. 

While  fugitive  documents  are  not  quite  as  sinister  as  they  sound, 
but  I  think  we  have  got  a  fair  amount  of  duplication,  and  it  might 
make  sense  for  the  library  program  to  make  available  the  docu- 
ments that  the  depository  libraries  want  and  not  for  the  depository 
libraries  to  be  going  around  them  to  NTIS  to  get  them. 

But  that  is  something — we  got  your  commitment  to  the  record; 
you  are  going  to  look  into  that,  and  I  have  fulfilled  my  mission 
here,  Mr.  Chairman,  and  the  other  questions  that  might  not  be  so 
Softball,  we  will  save  for  the  assistant  secretaries. 

Thank  you. 

Mr.  MOLLOHAN.  I  think,  Mr.  Secretary,  you  have  fulfilled  your 
mission  here,  and  we  very  much  thank  you  for  your  testimony  and 
the  opportunity  to  work  with  you. 

Secretary  BROWN.  Thank  you.  A  pleasure  to  be  here  today. 
Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  by  Congressman  Smith 
Environmental  Stewardship 

QUESTION: 

You  are  proposing  to  offset  some  of  your  funding  increases 
for  fishery  and  coastal  programs  through  increased  fees 
under  the  National  Oceanic  and  Atmospheric  Administration 
(NOAA) .  Your  requested  appropriation  language  assumes  $88 
million  in  additional  fees  will  be  collected.  What  is  the 
status  of  that  fee  proposal,  and  when  will  the  proposal  be 
submitted  for  review  by  the  Congress? 

ANSWER: 

The  proposal  to  increase  user  fees  by  $88  million  under 
NOAA  is  comprised  of  $82  million  in  living  marine  resource 
fees,  $3  million  in  additional  aeronautical  chart  fees,  and 
$3  million  in  marine  sanctuary  management  fees. 

With  regard  to  the  living  marine  resource  fees,  a  proposal 
has  been  transmitted  to  0MB  and  the  necessary  legislation 
is  being  drafted.  We  expect  to  have  the  proposal  submitted 
to  Congress  in  the  very  near  future  in  association  with  the 
reauthorization  of  the  Magnuson  Act. 

The  FY  1995  figure  for  aeronautical  charts  represents  a 
target  figure  for  increased  collections  based  on  an 
increase  to  the  amount  charged  for  these  products.  The 
Commerce  Department  has  the  authority  to  raise  the  fees  on 
its  products  including  aeronautical  charts,  based  on  P.L. 
103-121. 

An  Administration  working  group  is  developing  an 
implementation  plan  for  a  sanctuary  fee  system.  At 
present,  NOAA  has  the  legal  authority  to  charge  concession- 
type  fees,  but  does  not  have  the  authority  to  charge 
individuals  for  non-concessionary  activities,  such  as  scuba 
diving,  snorkeling  and  boating.  When  a  final  proposal  is 
developed,  it  will  be  submitted  to  Congress. 

QUESTION: 

Have  you  worked  with  the  Merchant  Marine  and  Fisheries 
Committee  on  this  proposal,  and  could  you  tell  us  what 
their  reaction  has  been  to  these  fee  increases? 

ANSWER: 

In  developing  the  living  marine  resource  fees,  we  have 
worked  not  only  with  the  Merchant  Marine  and  Fisheries 
Committee,  but  also  included  the  Senate  Commerce  Committee 
Staff  and  representatives  from  industry  and  the 
environmental  community.  All  parties  acknowledge  the  need 
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for  generating  resource  fees,  as  well  as  the  fact  that  all 
other  users  of  public  resources  contribute  fees.  The 
timing  is  right  to  address  this  issue  as  it  pertains  to  the 
Nation's  living  marine  resources.  We  believe  our  proposal 
is  a  balanced  one,  and  given  the  fact  that  NOAA  has  already 
requested  a  22%  increase  in  National  Marine  Fisheries 
Service  funding  for  living  marine  resource  programs, 
progress  can  be  made  in  reaching  an  acceptable  proposal 
with  Congress. 

With  regard  to  marine  sanctuary  fees,  progress  is  being 
made  in  preparing  a  proposal  that  can  be  forwarded  to 
Congress.  The  Administration  believes  that  users  of  these 
sanctuaries  should  be  required  to  help  offset  the  costs  of 
maintaining  them. 

Environmental  Assessment  and  Prediction 
QUESTION: 

You  have  an  additional  initiative  under  NOAA  for 
Environmental  Assessment  and  Prediction.  What  is  the 
status  of  the  modernization  of  the  National  Weather 
Service,  and  how  does  this  program  relate  to  this 
initiative? 

a.  Is  the  development  and  procurement  of  new 
weather  service  systems  on  track? 

b.  What  changes  have  you  made  in  the  management  of 
this  program  to  ensure  that  the  cost  overrun  and 
other  problems  experienced  in  the  past  are  not 
repeated? 

ANSWER: 

The  modernization  of  the  National  Weather  Service  remains 
NOAA's  highest  priority  with  the  overall  modernization 
costs  peaking  in  FY  1994.  In  FY  1995,  the  decreases 
requested  for  the  NEXRAD  procurement  and  the  Weather 
Forecast  Office  Construction  reflect  significant  progress 
toward  the  goal  of  completing  the  modernization. 

The  Environmental  Assessment  and  Prediction  portfolio 
contains  the  following  three  NOAA  programs:  Advance  Short- 
Term  Forecasts  and  Warnings;  Implement  Seasonal  to 
Interannual  Climate  Forecasts;  and.  Predict  and  Assess 
Decadal-to-Centennial  Change.  Completion  of  the  National 
Weather  Service  Modernization  is  a  key  part  of  the  Advance 
Short-Term  Warnings  and  Forecasts  Program. 

a.    The  National  Weather  Service's  m.odernization  efforts, 
as  a  whole,  have  not  been  delayed. 

The  GOES  program  schedule  has  experienced  a  2-month 
delay  since  the  inception  of  the  Systems  Program 
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Office  (SPO) ,  due  to  instrument  qualification  delays. 
Costs  were  not  impacted.  GOES-I  was  successfully 
launched  on  April  12,  1994. 

Since  FY  1991,  there  have  been  no  cost  overruns  or 
schedule  delays  in  the  NEXRAD  and  ASOS  Programs. 

The  ASOS  Program  is  meeting  the  DOC  schedule  for 
delivery  of  systems  through  1995.  The  Program  Office 
is  currently  negotiating  with  the  production 
contractor  to  restructure  the  remaining  portion  of  the 
contract  to  accommodate  a  revised  FAA  funding  profile 
for  the  program.  Contract  negotiations  are  expected 
to  be  completed  by  the  end  of  April,  1994. 

Sixty-six  Tri-agency  NEXRAD  systems  have  been 
delivered;  system  deliveries  are  on  schedule. 
Commissioning  is  a  NWS,  DOD,  or  FAA  responsibility. 
To  date,  two  systems  have  been  commissioned:  one  each 
in  Guam  and  Oklahoma  City.  Plans  call  for  the 
commissioning  of  twelve  NWS  NEXRAD  network  sites  in  FY 
1994. 

The  cost  profile  of  the  AWIPS  Program  through  the 
completion  of  nationwide  deployment  (mid  1998) 
remains,  as  previously  estimated  at  $474.5  million. 

A  programmatic  issue  relating  to  the  system  design  has 
recently  arisen.  NOAA  has  sent  the  contractor  (PRC) 
a  notification  that  the  System  Design  Document  does 
not  meet  the  Government's  requirements.  We  are 
currently  working  closely  with  the  contractor  to 
resolve  this  issue.  We  anticipate  a  delay  of  between 
two  and  six  months  in  the  Development  Phase  of  the 
program. 

Although  not  a  "system",  NOAA  is  requesting  an 
increase  of  $45.5  million  in  the  next  phase  of  the 
modernization  program  (MARDI) ,  which  entails  staffing 
and  training  and  associated  system  work  required  to 
operate  new  Next  Generation  Weather  Radar  (NEXRAD) 
units.  Acceleration  of  the  program  is  needed  to  close 
the  gap  between  facilities  construction  and  major 
system  deployments  to  fully  utilize  the  capabilities 
of  the  new  technology.  We  do  not  plan  on  closing  any 
offices  until  the  new  offices,  with  their  enhanced 
systems,  have  been  proven  to  be  both  reliable  and 
effective. 

In  FY  1991,  through  a  Congressional  Notification  of 
Reprogramming,  NOAA  created  the  SPO  as  an  independent 
procurement  function  with  full  responsibility  for  the 
design,  procurement,  and  acceptance  of  new  systems 
within  NOAA.  These  responsibilities  include 
acquisition  strategy,  program  phasing,  acceptance 
testing,  and  budget.   This  Office  reports  directly  to 
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the  Deputy  Under  Secretary  for  Oceans  and  Atmosphere, 
thereby,  removing  the  acquisition  process  from  the 
exigencies  of  day-to-day  operations. 

This  arrangement  has  served  NOAA  well,  as  significant 
progress  has  been  made  in  all  programs  under  SPO 
control. 

QUESTION: 

How  will  the  Climate  and  Global  Change  program  fit  in  under 
this  initiative?  Have  you  reached  a  point  in  the  Climate 
and  Global  Change  program  research  where  you  can  make 
determinations  about  the  climate  and  global  processes  on 
long-term  weather  forecasts? 

ANSWER: 

The  Environmental  Assessment  and  Prediction  portfolio 
contains  the  following  three  NOAA  programs:  Advance  Short- 
Term  Forecasts  and  Warnings;  Implement  Seasonal  to 
Interannual  Climate  Forecasts;  and.  Predict  and  Assess 
Decadal-to-Centennial  Change.  The  Climate  and  Global 
Change  Program  is  included  within  the  second  and  third 
programs.  NOAA  is  requesting  an  FY  1995  funding  level  of 
$84  million  for  NOAA's  portion  of  the  U.S.  Climate  and 
Global  Change  Research  Program  (USGCRP)  which  translates  to 
an  increase  of  $21  million  over  the  FY  1994  appropriation. 
Of  this  increase,  $14.7  million  will  support  NOAA's 
program.  Implement  Seasonal  to  Interannual  Climate 
Forecasts,  and  $6.3  million  will  support  the  program  to 
Predict  and  Assess  Decadal-to-Centennial  Change. 

Research  conducted  under  NOAA's  Climate  and  Global  Change 
Program  has  advanced  to  a  point  where  credible  climate 
forecasts,  particularly  of  El  Nino,  can  be  made  seasons  to 
a  year  in  advance.  Presently,  climate  models  and  their 
predictions  are  experimental  and  skill  varies  from  region 
to  region.  NOAA's  requested  increase  to  implement  seasonal 
to  interannual  climate  forecasts  will  initiate  the 
transition  of  the  Tropical  Ocean  -  Global  Atmosphere  (TOGA) 
program  research  results  into  operations  of  climate 
prediction  centers  and  their  required  observing  and  data 
systems.  This  research  will  continue  under  the  Global 
Ocean  -  Atmosphere  -  Land  System  (GOALS)  to  improve 
modeling  and  predictive  capabilities  and  will  focus  beyond 
prediction  of  El  Nino  in  the  tropical  Pacific  to  include 
other  factors,  such  as  other  tropical  ocean  sea-surface 
temperatures,  higher  latitude  oceans,  and  land  soil 
moisture,  that  may  also  influence  climate  change  over 
seasons  to  years.  This  program  is  the  only  focused  Federal 
effort  aimed  at  providing  predictions,  seasons  to  years  in 
advance,  of  climatic  events  and  their  consequent  impact, 
like  the  floods  in  the  Midwest  U.S.  last  summer. 
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For  the  Decadal  to  Centennial  aspects  of  the  program,  NOAA 
continues  to  provide  state-of-the-science  input'  into 
national  and  international  assessments  of  climate  change 
and  stratospheric  ozone  depletion,  particularly  the 
Intergovernmental  Panel  on  Climate  Change.  NOAA  is 
examining  how  climate  will  change  into  the  next  century  as 
a  result  of  ongoing  and  proposed  changes  in  greenhouse  gas 
emissions. 

A  focus  of  the  Climate  and  Global  Change  Program  is  on  the 
role  of  oceans  in  decadal  climate  change  and  developing  the 
capability  to  anticipate  "surprises"  in  the  climate  system. 
The  cost  of  developing  this  capability  to  predict  the 
effects  of  expensive  policies  such  as  greenhouse  gas 
stabilization  is  far  less  than  the  actual  cost  of 
implementing  such  policies.  NOAA  is  also  developing 
predictions  of  how  the  ozone  layer  will  rebuild  in  response 
to  the  elimination  of  chlorof luorocarbons.  Equally  as 
important  is  research  centering  on  the  effects  of 
chlorof luorcarbon  substitutes  on  stratospheric  ozone 
depletion  and  on  greenhouse  warming. 


National  Performance  Review 


QUESTION: 


Your  Budget  in  Brief  (page  14)  refers  to  the  National 
Performance  Review  and  its  impact  on  the  Commerce 
Department.  What  is  the  status  of  the  Commerce 
Department's  implementation  of  the  NPR  recommendations? 

ANSWER: 

Implementation  has  begun  on  approximately  83%  of  the  47  NPR 
issues  for  the  Department  of  Commerce.  Included  are 
actions  of  the  Trade  Promotion  Coordinating  Committee  (the 
first  report  was  released  to  Congress  last  September) ;  an 
overhaul  of  the  export  licensing  program  (the  Bureau  of 
Export  Administration  has  established  a  working  group  and 
is  pursing  several  efforts) ;  and  the  establishment  of  a 
Manufacturing  Technology  Data  Bank  (the  National  Institute 
of  Standards  and  Technology  is  working  on  a  comprehensive 
strategic  plan  to  provide  access  to  existing  data  bases) . 
We  have  either  referred  on  to  other  agencies  the  balance  of 
the  original  issues,  or  are  evaluating  them  further  for 
potential  implementation. 

QUESTION: 

Mr.  Secretary,  do  you  agree  with  all  of  the  Commerce- 
specific  recommendations  of  the  National  Performance 
Review? 
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ANSWER: 

I  applaud  the  work  of  the  Vice  President's  National 
Performance  Review  team  and  its  report  on  the  Department  of 
Commerce.   Indeed,  I  sponsored  the  Vice-President's  "Town 

Meeting"  with  Commerce  staff  in  our  headquarters  building 
last  year,  in  which  the  NPR  process  was  a  prime  subject  for 
discussion.  I  fully  support  the  NPR  recommendations,  which 
I  know  to  be  the  result  of  many  arduous  hours  of  effort 
over  a  seven-month  time  frame.  I  am  hopeful  that  the 
Congress  will  facilitate  my  implementation  of  the  NPR 
ideas,  by  supporting  the  reorganization  and  budget  requests 
we  have  made,  which  are  necessary  if  the  NPR  ideas  are  to 
be  brought  to  fruition. 

QUESTION: 

Does  this  budget  request  reflect  any  costs  or  savings 
resulting  from  the  implementation  of  NPR  recommendations? 

ANSWER: 

Our  FY  1995  request  includes  funding  to  implement  two  NPR 
recommendations  relating  to  trade.  The  Bureau  of  Export 
Administration  is  requesting  an  increase  of  $4.4  million  to 
streamline  the  export  licensing  process  and  liberalize 
export  controls.  The  International  Trade  Administration 
(ITA)  is  requesting  an  increase  of  $11.2  million  to  refocus 
and  leverage  export  promotion  efforts.  Both  increase 
requests  address  recommendations  made  in  the  Trade  Policy 
Coordinating  Committee's  report  entitled  National  Export 
Strategy. 

QUESTION: 

I  understand  that  the  Commerce  Department  has  implemented 
its  own  performance  review  to  follow  up  on  the  Vice 
President's  recommendations.  What  is  the  scope  of  this 
departmental  review,  and  how  does  it  differ  from  the 
efforts  of  the  Vice  President's  task  force? 

ANSWER: 

I  was  a  firm  supporter  of  the  National  Performance  Review 
when  the  President  announced  it,  and  I  was  determined  to 
apply  the  same  approach  to  the  Commerce  Department  itself. 
As  the  public  sector  agency  which  has  perhaps  the  strongest 
ties  to  American  business  and  industry,  I  want  to  be  sure 
that  we  can  make  the  same  kind  of  dramatic  improvements 
here  in  Commerce  that  I  see  being  implemented  across  the 
Nation.  I  believe  Commerce  has  a  responsibility  to  lead  by 
example,  so  I  launched  a  reinvention  effort  to  move  us  in 
that  direction.  The  Commerce  Performance  Review  (CPR) , 
like  the  National  Performance  Review,  is  designed  to  bring 
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government  the  same  techniques  long  since  applied  in  the 
private  sector.  Techniques  such  as  strategic  planning 
business  process  re-engineering,  selective  rightsizing,  and 
organizational  streamlining  are  vital  to  that  purpose.  To 
this  end,  the  CPR  is  seeking  to  create  a  culture  that 
encourages  innovation  and  focuses  on  bottom-line,  praamatic 
results. 

The  CPR  is  an  ambitious  reinvention  effort  which  started 
when  we  asked  for  help  from  Departmental  managers, 
supervisors,  and  employees.  They  responded  with  nearly 
8,000  ideas,  50  detailed  proposals  from  cross-cutting 
teams,  and  100  recommendations  from  focus  groups.  We've 
started  five  "reinvention  laboratories"  and  we  believe  that 
some  innovative  new  ways  of  doing  business  will  emerge  from 
them.  We're  surveying  our  customers  for  their  ideas  on  how 
we  can  better  serve  them. 

All  of  this  information  tells  us  that  we  must  look  for  new 
ways  to  conduct  our  work  and  for  putting  those  suggestions 
into  practice.  I'm  counting  heavily  on  my  Deputy,  Dave 
Barram,  to  help  me  reinvigorate  the  Commerce  Department  and 
meet  the  President's  goal  of  making  the  Federal  Government 
more  efficient  and  less  expensive. 

EDA  Defense  Conversion 
QUESTION: 

You  are  asking  for  $140  million  under  EDA  for  defense 
conversion  activities,  an  increase  of  $60  million  over  the 
amount  provided  in  FY  1994.  Last  year  you  asked  for  only 
$33  million  for  EDA  defense  conversion  programs.  Do  you 
intend  for  this  program  to  continue  growing  at  this  pace? 
When  will  these  increases  level  off? 

ANSWER: 

The  $140  million  being  requested  for  defense  conversion 
activities  in  FY  1995  will  enable  EDA  to  respond  to  the 
increased  pace  of  base  closure  activities  in  1995  resulting 
from  the  1988,  1991,  and  1993  base  closure  rounds. 
Additionally,  EDA  will  be  assisting  communities  adversely 
impacted  by  defense  contract  reductions  and  cancellations 
and  reductions  at  Department  of  Energy  facilities.  The 
next  scheduled  round  of  base  closures  (BRAC  '95)  is  widely 
anticipated  to  be  more  severe  than  any  previous  round.  EDA 
is  expecting  that  the  pace  of  defense  adjustment  activity 
will  be  sustained  at  a  substantial  level  for  several  years. 
EDA's  funding  needs  for  defense  conversion  are  based  on  the 
rate  of  base  closures  and  contract  reductions.  EDA's 
defense  conversion  estimates  will  reflect  any  changes  in 
these  estimates. 
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QUESTION: 

Why  are  you  not  proposing  the  use  of  the  loan  guarantee 
program  for  the  defense  conversion  activity?  Would  defense 
conversion-related  businesses  be  eligible  for  the  loan 
program  you  are  proposing  in  this  request? 

ANSWER: 

Defense  impacted  businesses  are  not  precluded  from 
participating  in  the  proposed  loan  guarantee  program. 

Information  Infrastructure 

QUESTION: 

You  are  proposing  to  continue  Department  of  Commerce 
efforts  in  the  development  of  a  national  information 
infrastructure  (Nil) .  What  is  the  status  of  an  overall 
plan  for  such  an  infrastructure  and  the  development  of 
standards  for  the  Nil? 

ANSWER: 

The  Administration's  vision  of  bringing  an  interactive, 
broad  based,  digital  information  infrastructure  to  all 
Americans  as  we  move  into  the  21st  century  is  based  on  the 
private  sector  leading  the  way  in  owning,  operating,  and 
maintaining  the  Nil.  In  the  past  year,  we  have  seen 
countless  examples  of  how  the  private  sector  is  rolling  out 
the  Nil,  such  as  telco  and  cable  companies  expanding  and 
replacing  the  existing  wire  network  with  fiber  optic  cable, 
and  information  service  providers  rallying  to  help  ensure 
that  they  have  access  to  the  information  infrastructure. 
We  have  also  seen  many  examples  of  industry  working  with 
educators  and  health-care  providers  to  show  how  the 
advances  in  telecommunications  and  information  technology 
can  be  applied  to  improve  the  lives  of  our  citizens.  In 
his  January  11  speech  to  entertainment  and  media  executives 
in  Los  Angeles,  the  Vice  President  issued  a  challenge  to 
the  entire  communication  industry  to  support  the 
Administration  in  its  goal  to  connect  every  school  library 
and  health  care  facility  to  the  information  highway  by  the 
year  2000. 

The  Clinton  Administration  has  also  been  equally  proactive 
in  laying  out  the  foundation  needed  to  bring  the  Nil  vision 
to  reality.  Last  September,  the  Vice  President  and  I 
released  the  Administration's  Agenda  for  Action,  which 
spelled  out  the  plans  we  are  undertaking  to  help  bring  the 
Nil  to  all  Americans.  We  have  created  a  very  active 
Information  Infrastructure  Task  Force,  comprised  of 
representatives  from  all  Federal  agencies  with  a  stake  in 
the  Nil,  to  help  pave  the  way  in  developing  Federal 
policies  to  further  stimulate  the  private  sector  in 


213 


developing  the  Nil.  Working  closely  with  the  White  House 
and  the  Congress,  we  are  crafting  legislation  to  make  sure 
that  the  laws  governing  the  telecommunications  and 
information  industries  are  consistent  with  the  technology 
advances  that  are  driving  those  industries.  We  have 
established  a  private-sector  Nil  Advisory  Council  that  is 
providing  direct  input  into  our  policy-making  process.  As 
part  of  this  effort,  we  are  forging  a  public/private  sector 
partnership  to  better  coordinate  the  development  of  the 
standards  needed  to  ensure  an  interconnected,  interoperable 
nationwide  information  infrastructure  that  is  available  to 
all  people. 

QUESTION: 

You  are  requesting  an  increase  of  $74  million  for 
information  infrastructure  grants  in  FY  1995,  for  a  total 
program  of  $100  million.  What  is  the  status  of  this 
demonstration  grant  program  in  FY  1994?  How  many  grants  do 
you  expect  to  make  in  this  fiscal  year?  How  is  the 
Department  responding  to  the  recommendations  made  by  the 
Congress  in  the  reports  accompanying  the  1994 
Appropriations  Act? 

ANSWER: 

The  Notice  of  Availability  of  funds  for  the  FY  1994  Nil 
grants  program  was  published  in  the  Federal  Register  on 
March  4,  1994.   A  press  conference  was  held  on  March  7  to 
further  highlight  the  funding  notice.    So  far  we  have 
answered  over  3,300  requests  for  the  notice  and  the 
guidelines   for   applying   for   a   grant.     The   grant 
applications  are  due  to  the  Department  by  May  12.   We  are 
in  the  process  of  setting  up  the  review  panels  that  will  be 
required  to  help  assure  that  we  will  be  in  a  position  to 
announce  the  grant  recipients  by  mid-September.  The  number 
of  grants  that  will  be  made  will  be  a  function  of  the 
quantity  and  quality  of  the  applications  we  receive.   We 
will  assure  that  the  grant  awards  reflect  the  wide 
diversity  of  technologies  used  (fiber,   coaxial  cable, 
wireless) ,  social  applications  (education,  health-care, 
libraries,  community  information  services) ,  targeted  areas 
(core-inner    city,     rural,     socially/culturally 
disadvantaged) ,  and  geographic  regions  of  the  county,  in 
order  to  demonstrate  the  benefits  of  connection  to  the  Nil 
to  our  citizens  across  the  Nation.   The  Department  will 
review  all  proposals  submitted  to  this  program  in  an 
objective,  unbiased  manner,  using  the  criteria  spelled  out 
in  the  Notice  of  Availability  of  funds. 

QUESTION: 

What  is  the  status  of  authorizing  legislation  for  the 
national  information  infrastructure  plan?  Is  your  funding 
proposal  consistent  with  legislation  being  considered  by 
the  Energy  and  Commerce  Committee? 
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ANSWER: 

H.R.  2639,  The  Telecommunications  Infrastructure  and 
Facilities  Assistance  Act  of  1993,  authorizes  the  new  Nil 
grant  program.  It  was  passed  by  the  House  on  October  26, 
1993.  A  similar  bill,  S.  1883,  The  National 
Telecommunications  and  Information  Administration 
Authorization  Act  of  1994,  was  introduced  by  Senator 
Inouye.  Assistant  Secretary  Irving  testified  in  support  of 
that  bill  before  the  Senate  Communications  Subcommittee  on 
March  1,  1994.  The  legislation's  funding  for  FY  1995  is 
consistent  with  the  Administration's  proposal. 

Patent  and  Trademark  Office 

QUESTION: 

You  are  requesting  that  the  entire  Patent  and  Trademark 
Office  (PTO)  be  funded  off  budget  through  fees,  and  that 
the  Special  Fee  Surcharge  Fund  be  eliminated.  However,  CBO 
has  scored  the  loss  of  revenue  from  the  Fee  Surcharge  Fund 
against  our  Subcommittee.  How  is  the  Administration 
proposing  to  offset  this  proposal,  and  when  will  a  PAYGO 
offset  package  be  submitted  to  the  Congress? 

ANSWER: 

The  CBO  has  scored  the  PTO  with  $107  million  in 
discretionary  spending  authority  and  with  $107  million  in 
mandatory  offsetting  receipts.  This  is  the  same  scoring 
mechanism  used  by  the  CBO  for  the  PTO  in  the  1994  budget 
cycle.  CBO  and  the  Budget  Committee  concur  in  the  fact 
that  the  request  has  no  PAYGO  implications. 

The  Administration  is  currently  investigating  alternatives 
to  its  initial  1995  appropriations  language  for  the  PTO. 
The  Administration  is  also  in  regular  contact  with  staff 
members  of  the  CBO  and  of  the  Appropriations,  Budget,  and 
Judiciary  Committees. 

QUESTION: 

Have  you  had  discussions  with  the  Judiciary  Committees 
regarding  this  fee  proposal?  If  so,  please  tell  us  what 
the  reaction  of  the  authorizing  committees  has  been  to  the 
proposal? 

ANSWER: 

Initial  meetings  with  the  Committees  regarding  the 
Administration's  proposed  appropriations  language  were 
positive.  The  Committees  have  previously  expressed  concern 
over  diversions  of  prior  years'  spending  authorities  away 
from  the  PTO  Fee  Surcharge  Fund  to  other  non-PTO  programs. 
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staff  from  the  Senate  Judiciary  Committee  participated  in 
a  meeting  among  representatives  from  the  Administration  and 
from  the  Committees  on  Appropriations  and  Budget.  They  are 
aware  of  the  scoring  issues  facing  the  Appropriations 
Subcommittees  as  a  result  of  the  Administration's  proposed 
1995  appropriations  language  for  the  PTO.  They  have  also 
expressed  opposition  to  increasing  revenues  through 
additional  user  fees. 

The  Administration  is  also  in  regular  contact  with  staff 
from  the  House  Judiciary  Committee.  We  will  work  with 
Judiciary  on  alternatives  to  the  Administration's  proposal 
for  PTO  appropriations  language  in  1995. 

Competitiveness  Policy  Council 

QUESTION: 

As  you  know,  this  subcommittee  also  funds  the 
Competitiveness  Policy  Council  (CPC) ,  an  independent  agency 
chartered  to  make  recommendations  to  the  Congress  and  the 
President  on  how  to  improve  the  Nation's  competitiveness 
and  to  analyze  the  impact  of  Federal  initiatives  regarding 
competitiveness.  What  has  been  your  involvement  with  the 
Council,  and  how  does  this  budget  request  respond  to  the 
CPC's  recommendations? 

ANSWER: 

The  Under  Secretary  for  Technology  has  been  involved  with 
the  CPC  through  her  participation  in  the  Critical 
Technologies  Subcommittee.  CPC's  four  key  recommendations 
show  that  it  shares  many  of  the  same  goals  as  the  Clinton 
Administration:  (1)  increasing  the  national  investment  in 
civilian  and  dual  use  R&D;  (2)  promoting  the 
commercialization  of  strategic  technology;  (3)  creating  a 
world  class  technology  base;  and  (4)  as  part  of  the  broader 
recommendation  to  reorganize  certain  U.S.  institutions  for 
better  results,  the  CPC  recommended  enhancing  the 
capabilities  of  the  Technology  Administration  and  making  it 
a  focal  point  for  industry  analysis  and  international 
technical  information. 

The  President's  budget  request  for  TA  responds  to  each  of 
these  by: 

o  expanding  NIST's  ability  to  provide  cost-shared 
funding  to  industry  for  high-risk,  high-payoff 
research  on  new  enabling  technologies,  providing 
hands-on  technical  assistance  to  small  and  medium- 
sized  manufacturers  through  a  national  network  of 
service  providers;  expanding  the  Malcolm  Baldrige 
National  Quality  Award  Program  to  the  health  and 
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education  communities;  strengthening  its  vital  in- 
house  laboratory  research  program;  and  to  continue  its 
much  needed  modernization  and  construction  program; 

o  providing  NTIS  with  the  ability  to  hasten  the 
Government's  response  to  increasing  public  demand  for 
government-wide  transition  to  electronic 
communication;  and 

o  providing  our  Under  Secretary  for  Technology  with  the 
resources  needed  to  systematically  assess  the  health 
of  the  manufacturing  base;  helping  industry  measure 
how  it  stacks  up  to  the  best  that  international 
competition  has  to  offer;  helping  industry  improve  its 
access  to  foreign  science  and  technology;  and  assuming 
important  go ver nment -w ide  coordinative 
responsibilities,  such  as  the  Partnership  for  a  New 
Generation  of  Vehicles  and  the  National  Science  and 
Technology  Council's  Committee  on  Civilian  Industrial 
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Advanced  Technology 


QUESTION; 


You  are  planning  to  conduct  several  smaller  "rounds"  of  ATP 
awards  by  program  area  beginning  in  FY  1994.  How  are  these 
program  areas  defined,  what  specific  program  area 
competitions  are  being  conducted  in  FY  1994,  and  how  will 
you  expand  on  this  concept  in  the  coming  fiscal  year? 

ANSWER: 

In  the  focused  program  area  competitions,  as  well  as  the 
general  competitions,  all  program  ideas  come  from  industry. 
The  four  criteria  for  selecting  focused  program  areas  are: 
potential  for  U.S.  economic  benefit,  strength  of  the 
technical  ideas,  evidence  of  strong  industry  commitment, 
and  the  opportunity  for  ATP  funds  to  make  a  significant 
difference. 

Through  a  series  of  public  meetings  with  industry,  NIST 
found  widespread  support  for  the  idea  that  focused  program 
competitions  can  help  maximize  ATP • s  leverage  by  driving 
key  strategic  technology  areas.  The  U.S.  technical 
community  responded  by  submitting  more  than  550  ideas  for 
program  areas.  The  program  areas  will  be  chosen  shortly, 
and  the  first  focused  area  competitions  should  be  announced 
in  April.  In  FY  1994,  the  ATP  plans  to  hold  four  or  more 
focused  program  competitions  and  one  general  competition. 

In  FY  1995,  if  the  President's  budget  request  is  approved, 
ATP  plans  to  hold  six  program  competitions  and  one  general 
competition. 
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QUESTION: 

Such  a  rapid  rate  of  growth  in  the  ATP  program  will  lead  to 
the  need  for  additional  oversight  for  the  grants  and  more 
specialized  staff  to  review  the  proposals.  Does  this 
budget  request  include  adequate  resources  for  the 
management  and  oversight  of  the  ATP  program? 

ANSWER: 

The  ATP  has  been  pilot  tested  and  designed  from  inception 
to  be  national  in  scope.  The  funds  in  the  program  are  for 
activities  performed  in  the  private  sector;  therefore,  ATP 
will  not  require  large  increases  in  NIST  personnel.  For  FY 
1995,  ATP  will  operate  with  a  total  staff  of  about  60.  The 
staff  includes  grants  and  contract  specialists,  public 
affairs  specialists,  attorneys,  and  specialized  technical 
staff  for  a  variety  of  programmatic  areas.  This  will  be 
sufficient  staff  to  administer  the  expanded  program. 

Manufacturing  Extension  Program 
QUESTION: 

Another  important  external  program  in  the  area  of  civilian 
technology  is  the  manufacturing  extension  partnership.  You 
are  requesting  an  increase  of  $33  million,  bringing  the 
Commerce  resources  for  this  program  up  to  $68  million.  How 
many  manufacturing  extension  centers  are  currently  funded, 
and  how  many  additional  centers  will  be  funded  out  of  this 
budget  in  FY  1995? 

ANSWER: 

Sixty-one  million  dollars  of  the  $68  million  is  being 
applied  to  the  Manufacturing  Extension  Partnership, 
representing  an  increase  of  $31  million.  The  remaining  $7 
million  supports  the  Quality  Program. 

Extension  Centers 
Supported  by    Supported  by     Total 
NIST  Funds      TRP  funds 

FY  94  7  28  35 

FY  95         22  42  64 


QUESTION: 

Additional  centers  will  be  opened  with  funds  made  available 
through  the  technology  reinvestment  program  (TRP)  under  the 
Department  of  Defense,  though  they  will  be  managed  (and 
funded  in  subsequent  years)  by  NIST.   How  many  additional 
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centers  are  being  funded  in  FY  1994  and  FY  1995  with  the 
DOD  funds? 

ANSWER: 

See  chart  above. 

QUESTION: 

Are  the  centers  opened  with  TRP  funding  subject  to  the  same 
criteria  and  oversight  as  the  existing  MTCs  and  MOCs  funded 
under  NIST?  How  will  you  ensure  that  all  the  centers  are 
functioning  under  the  same  guidelines? 

ANSWER: 

Yes,  the  TRP-funded  centers  are  subject  to  the  same 
selection  criteria,  process  and  oversight  as  the  existing 
NIST  funded  MTCs,  including  the  cash  matching  requirement 
for  MTC-sized  centers.  The  smaller  extension  centers, 
comparable  to  MOCs,  were  considered  in  terms  of  the 
requirements  in  the  House  and  Senate  versions  of 
authorizing  legislation  for  the  Manufacturing  Extension 
Partnership.  From  the  beginning  of  the  process,  it  was  the 
NIST  intent  to  cause  the  TRP-funded  centers  to  mesh 
seamlessly  into  the  Manufacturing  Extension  Partnership 
(MEP)  framework. 

All  extension  centers  are  being  managed  by  MEP  as  if  they 
were  NIST-funded  centers;  the  performance,  evaluation,  and 
reporting  requirements  are  identical  to  NIST-funded 
centers.  TRP  centers  will  have  an  opportunity  to  be 
"rolled  over"  to  NIST  funding  as  MTCs  or  MOCs,  subject  to: 

a)  quality  of  performance, 

b)  continuing  need  for  the  services  they  provide, 

c)  appropriate  legislative  authorization,  and 

d)  sufficient  appropriation. 

A  formal  process  for  reviewing  centers  for  roll-over  is 
described  in  their  cooperative  agreements. 

QUESTION: 

Is  there  a  plan  for  the  geographic  distribution  of  these 
centers? 

ANSWER: 

By  1997,  when  the  system  of  100  extension  centers  is  in 
place,  NIST  plans  to  have  manufacturing  extension  services 
accessible  to  essentially  all  of  the  370,000  smaller 
manufacturers  in  the  U.S.  Larger  concentrations  of  firms 
will  be  served  by  larger  centers;  lower  areas  of 
concentration  will  be  served  by  smaller  centers;  and  sparse 
areas  will  be  served  by  state-based  or  local  industrial 
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extension  programs  which  receive  funding  under  the  State 
Technology  Extension  Program  (STEP)  component  of  MEP.  It 
appears  that,  with  the  3  5  centers  now  funded,  the 
proportional  coverage  of  firms  is  on  track.  An  MEP 
economist  is  working  with  economists  from  the  Agricultural 
Research  Service  to  do  a  careful  analysis  of  present  and 
projected  coverage  by  MEP-managed  extension  centers.  NIST 
will  provide  copies  of  this  study  when  it  has  been 
completed. 

Impact  of  Budget  Resolution 
QUESTION: 

Have  you  had  a  chance  to  review  other  cuts  proposed  by  the 
Budget  Committee,  and  could  you  summarize  for  us  the 
impacts  of  those  cuts  on  the  Department's  FY  1995 
initiatives? 

ANSWER: 

The  House  Budget  Resolution  identifies  $3.1  billion  in 
specific  cuts  to  keep  the  total  discretionary  spending 
within  the  spending  cap  using  CBO  scoring  assumptions.  Of 
the  $3.1  billion  in  House  cuts,  about  $1  billion  are 
assessed  against  our  Subcommittee  with  assumed  reductions 
in  Justice  and  State  as  well  as  Commerce.  The  following 
summarizes  the  impacts  of  those  cuts  on  the  Department's  FY 
1995  initiatives: 

o  Function  300,  which  includes  NOAA,  shows  an  $82 
million  reduction  to  eliminate  all  increases  although 
it  is  labeled  "undistributed  cut".  If  applied 
literally,  the  cut  would  force  a  reduction  in  the  pace 
of  weather  service  modernization,  eliminate  all 
increases  for  fisheries  programs,  and  prevent 
enhancements  to  NOAA  participation  in  the  national 
goals  for  global  climate  change  and  high  performance 
computing  and  communications. 

o  Function  370,  which  includes  most  Commerce  programs, 
assumes  a  $128  million  cut  in  NIST.  Also,  an 
unspecified  $27  million  reduction  would  be  applied  to 
this  function  category  and  may  additionally  decrease 
Commerce  programs  .  These  cuts  would  undermine  the 
President's  technology  programs  and  lead  to  a  loss  of 
American  jobs,  as  well  as  weaken  trade  initiatives 
under  our  trade  promotion  coordinating  committee 
export  proposals  and  our  export  control  programs. 

o  Function  450,  which  includes  EDA,  shows  a  specific 
reduction  to  EDA  salaries  and  expenses  of  $2  million. 
This  would  make  it  more  difficult  to 
accelerate/streamline  our  grant  programs. 
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o  Function  920  includes  increased  Government-wide 
savings  of  $827  million  from  buyouts/reduced 
personnel . 

Export  Promotion 

QUESTION: 

Your  budget  justifications  state  that  the  Bureau  of  Export 
Administration  (BXA)  has  an  initiative  to  provide  export 
licensing  and  control  technical  assistance  to  the  countries 
of  the  former  Soviet  Union.  What  level  of  resources  are 
you  proposing  for  this  initiative  in  FY  1995?  How 
receptive  are  these  countries  to  these  anti-proliferation 
initiatives? 

ANSWER: 

BXA's  budget  request  seeks  9  positions,  7  FTE  and  $935,000 
to  provide  technical  assistance  to  the  newly  independent 
nations  (NIS)  of  Eastern  Europe,  the  Former  Soviet  Union 
Republics,  and  other  proliferation  risk  countries. 

This  is  a  government-to-government  assistance  and 
cooperation  program  to  help  officials  in  newly  emerging 
nations  and  other  countries  of  concern  to  develop  export 
control  programs  similar  in  scope  and  effectiveness  to 
those  of  the  United  States. 

Funding  will  be  used  to  strengthen  bilateral  technical 
assistance  in  order  to  develop  effective,  multipurpose 
systems  of  export  controls  to  prevent  proliferation,  and 
loss  of  other  sensitive  technologies  in  nations  comprising 
the  NIS  (particularly  the  nuclear  republics  of  Belarus, 
Kazakstan,  Russia  and  Ukraine) ,  Eastern  Europe  and  nations 
outside  this  region  (especially  those  in  southeast  Asia, 
Far  East  and  Latin  America) .  This  will  advance 
international  export  control  cooperation,  trade  and 
economic  integration  while  reducing  the  proliferation 
threat. 

The  countries  of  the  former  Soviet  Union  that  BXA  has 
worked  with  are  very  receptive  to  anti-proliferation 
initiatives.  These  Newly  Independent  States  (NIS) 
understand  that  effective  export  control  systems  will 
assist  each  country's  evolution  toward  a  market  economy  and 
will  enhance  trade,  economic  integration,  and  non- 
proliferation  goals.  These  countries'  commitments  to 
establishing  effective  controls  are  codified  in  government- 
to-government  agreements.  Belarus,  Kazakhstan  and  Ukraine 
have  signed  such  agreements,  and  technical  assistance 
programs  are  planned.  In  January,  1994,  the  U.S.  and 
Russia  signed  a  memorandum  of  intent  to  cooperate  in  the 
area  of  export  controls. 
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To  date,  post-agreement  implementation  has  proceeded 
furthest  in  Belarus.  Belarus  was  the  first  Nis  country  to 
sign  an  agreement.  In  October,  1992,  the  United  States  and 
the  Republic  of  Belarus  signed  an  agreement  of  assistance 
on  the  establishment  of  an  export  control  system  to  prevent 
the  proliferation  of  weapons  of  mass  destruction  from 
Belarus.  The  assistance  program  began  in  1993.  Technical 
assistance  has  been  provided  to  the  Republic  of  Belarus  by 
BXA  and  other  agencies  this  year  under  the  agreement. 

In  response  to  Belarus  Government  requests,  BXA  has 
provided  technical  assistance  applicable  to  the  development 
of  export  control  laws,  administrative  organization,  export 
control  procedures,  licensing,  preventive  enforcement  and 
automation  systems. 

Principal  BXA  actions; 

Assessment   of   Belarus   export   control   system 
requirements. 

Safeguards    training/ instruction    on    preventive 
enforcement. 

Conduct  pre-license  and  post  shipment  checks  in 

Belarus. 

Hosted  Belarus  delegation  of  export  control  officials 

for   U.S. -Belarus   Program   Development   of   Export 

Administration  Systems;  and  for  U.S. -Belarus  Program 

on  Legal  and  Administrative  Issues  in  Export  Control 

Development. 

Developed  design  specifications  for  automated  system 

for  Belarus  export  control  system  license  process. 

Similar  technical  assistance  will  be  provided  to  other 

countries   during   FY   1995   using   the   resources 

requested. 

QUESTION: 

You  have  stated  that,  as  a  result  of  the  work  of  the  Trade 
Promotion  Coordinating  Committee  which  you  chair,  a  unified 
budget  for  export  promotion  programs  will  be  submitted  by 
the  President.  Please  describe  for  us  the  review  process 
for  export  promotion  budget  requests  for  FY  1995.  How  much 
input  have  you  had  on  the  requests  of  other  departments  and 
agencies?  Please  provide  for  us  a  cross-cut  of  all 
agencies'  requests  for  trade  promotion  programs  in  FY  1995. 

ANSWER: 

The  President's  FY  1995  budget  submission  represents  the 
first  presentation  of  a  unified  export  promotion  budget. 
In  submitting  the  first-ever  budget  cross-cut  for  export 
promotion,  the  Administration  has  taken  a  first  step  in  an 
evolutionary  process  that  will  identify  and  address  market 
imperfections  inhibiting  U.S.  exports. 
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Although  the  ten  major  agency  programs  depicted  in  the 
following  table  do  not  represent  every  Federal  program,  it 
is  an  important  beginning. 

FY  1995  President's  Budget  Request 

Export-Related  Expenditures 

(Budget  Authority  in  millions) 

Agency 

Department  of  Agriculture 

Department  of  Commerce 

Export/ Import  Bank 

Overseas  Private  Investment 

Department  of  Energy 

Trade  and  Development  Agency 

Small  Business  Administration 

Department  of  State 

U.S.  Trade  Representative 

Department  of  Treasury 

Total  $3,779     $3,860    $3,358 

While  not  exhaustive,  this  cross-cut  represents  an 
important  first  step  in  presenting  a  unified  budget  for 
export  promotion.  It  is  the  opinion  of  the  TPCC  that  much 
more  needs  to  be  done  if  we  are  to  present  comprehensive 
budget  submissions  that  set  priorities  wisely. 
Consequently,  the  TPCC  is  in  the  process  of  analyzing  how 
export  promotion  funds  are  spent,  sector  by  sector,  market 
by  market,  and  intends  to  tackle  the  issue  of  performance 
measures.  Using  this  data,  we  will  determine  how  shifts  in 
resources  might  boost  exports  and  create  jobs  in  our 
domestic  economy,  a  tool  that  will  go  far  in  helping 
establish  programmatic  priorities. 

As  Chairman  of  the  TPCC  and  member  of  the  National  Economic 
Council,  I  was  actively  involved  in  determining  the 
Administration's  priorities  in  the  FY  1995  budget  process 
and  developing  the  TPCC  recommendations  which  served  as  a 
guide  to  priorities.  Specifically,  the  major  priorities 
were  defined  as  follows: 

o  potential  for  high  marginal  growth  rates; 

o  potential  for  creation  of  value-added  jobs; 

o  expansion  of  Latin  American  and  Asian  markets;  and 

o  high  technology  exports. 

Working  together,  in  a  spirit  of  enhanced  interagency 
cooperation,  we  will  develop  a  strategy  to  guide  our  future 
efforts. 

Economic  Information  Infrastructure 
QUESTION: 

Another  of  the  Department's  themes  for  this  budget  request 
is  the  Economic  Information  Infrastructure.  You  are 
requesting  a  total  of  $358.8  million  for  this  initiative. 
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How  does  this  proposal  differ  from  the  Boskin  initiative 
proposed  by  previous  Administrations? 

ANSWER: 

At  the  beginning  of  the  Clinton  Administration,  the  new 
leadership  established  a  working  group  to  review  the 
strengths  and  weaknesses  of  the  economic  data  produced  by 
the  principal  Federal  statistical  agencies.  The  Department 
of  Commerce's  Bureau  of  the  Census  and  Bureau  of  Economic 
Analysis  (BEA)  and  the  Department  of  Labor's  Bureau  of 
Labor  Statistics  participated  in  this  review. 

The  working  group  concluded  that  some  of  the  shortcomings 
identified  by  the  prior  Administration  and  the  remedies  it 
proposed  (generally  referred  to  as  the  Boskin  proposals) 
were  valid  but  that  other  statistics  also  required 
strengthening  in  light  of  the  new  Administration's  economic 
priorities.  The  FY  1995  proposals  for  improving  the 
quality  of  economic  statistics  are  the  outcome  of  this 
review  process. 

Of  the  total  FY  1995  request  of  $358.8  million,  only  $8.5 
million  are  for  program  initiatives  specifically  directed 
at  improving  the  quality  of  economic  statistics.  Of  the 
$8.5  million,  $6.5  million  cover  proposals  denied  during 
the  FY  1994  appropriation  process.  We  are  re-proposing 
them  again  for  FY  1995  because  they  represent  the  highest 
priority,  highest  payoff  areas  for  improving  economic 
statistics. 

New  in  FY  1995  are  initiatives  to  strengthen  the  infra- 
structure of  the  economic  statistics  system,  such  as  the 
proposal  to  restructure  the  Standard  Industrial  Classifica- 
tion (SIC)  system  at  Census  ($2.4  million)  and  the  proposal 
to  re-engineer  the  data  collection  and  processing  system  at 
BEA  ($3.3  million).  New,  also,  are  $2.6  million  in  initia- 
tives at  BEA  and  Census  for  expanded  collection  and 
analysis  of  environmental  data;  these  initiatives  are 
included  in  the  Department's  "Environmental  Stewardship  and 
Assessment"  general  initiative. 

Roughly  speaking,  of  all  the  FY  1995  initiatives  aimed  at 
improving  the  quality  of  economic  statistics,  about  half 
can  be  said  to  be  holdovers  from  the  Boskin  initiatives, 
but  reaffirmed  by  the  new  Administration,  and  half  reflect 
the  goals  of  the  new  Administration. 

QUESTION: 

How  do  improvements  in  the  collection  and  dissemination  of 
economic  data  serve  the  business  community?  How  has  the 
business  community  been  involved  in  the  development  of  this 
proposal?  What  will  be  the  impact  of  not  receiving  the 
requested  increases  in  FY  1995? 
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ANSWER: 


Four  examples  of  how  American  business  benefits  from 
improved  economic  data  follow: 

(1)  Given  the  enormous  expansion  in  international 
trade,  American  companies  need  to  compete  on  a  level 
playing  field,  which  in  turn  calls  for  effective  and 
aggressive  trade  negotiations  by  the  U.S.  government. 
One  of  the  starting  points  for  good  trade  negotiations 
is  agreement  among  the  parties  about  what  trade 
statistics  to  use  and  what  they  show.  Negotiations 
can  not  proceed  effectively  when  the  negotiating  par- 
ties cannot  achieve  agreements  about  the  basic  facts. 

The  Bureau  of  the  Census  has  developed  a  regular 
program  for  reconciling  trade  statistics  with  Canada, 
Japan,  and  the  European  Union.  It  has  also  started 
reconciliation  projects  with  two  of  our  fastest 
growing  trading  partners,  Mexico  and  China.  Thus,  the 
United  States  government  can  represent  the  interests 
of  American  business  better  because  the  facts  on 
international  competition  are  becoming  more  accurate 
and  less  open  to  dispute  by  our  trading  partners. 

(2)  A  major  factor  affecting  the  competitiveness  of 
American  companies  is  the  extent  to  which  they  adopt 
advanced  technologies  in  their  manufacturing  opera- 
tions. Questions  for  American  management  revolve 
around  the  norm  for  American  industry,  that  is,  what 
technologies  are  being  adopted  and  how  extensively? 
A  new  survey  series  introduced  by  the  Census  Bureau 
provides  answers. 

Based  on  surveys  of  almost  10,000  companies.  Census 
provides  detailed  information  on  the  use  of  17 
advanced  technologies  in  manufacturing.  The  facts  for 
1992  will  be  published  in  the  next  several  weeks. 
Another  survey,  again  of  almost  10,000  companies, 
examined  in  detail  the  factors  affecting  the  adoption 
of  these  advanced  technologies.  The  facts  for  1991 
were  published  in  September  1993.  This  is  a  unique 
information  source.  The  surveys  are  developed  in 
collaboration  with  several  of  the  government's 
technical  agencies.  The  Automation  Forum,  a 
collection  of  business  organizations  covering 
engineering  and  production  automation,  has  praised 
this  Census  activity. 

(3)  U.S.  business  and  U.S.  financial  markets  are 
intensely  interested  in  the  monthly  trade  statistics 
reported  by  the  Federal  Government.  The  details  in 
the  trade  numbers  are  examined  for  clues  about  the 
changing  competitiveness  of  American  industries  and 
individual  firms,  and  the  composition  and  swings  in 
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the  trade  numbers  are  examined  for  their  impacts  on 
the  foreign  exchange  market. 

Up  to  now,  however,  the  numbers  ignored  trade  in 
services,  reporting  only  trade  in  goods.  Starting 
with  the  report  issued  March  22,  1994,  covering  trade 
for  January  1994,  the  federal  statistical  release  will 
cover  trade  in  both  goods  and  services.  For  the  first 
time,  U.S.  service  companies  will  have  a  monthly 
benchmark  against  which  to  compare  their  own  trade 
performance.  And  financial  markets  will  have  a  much 
more  accurate  picture  of  America's  overall  competi- 
tiveness in  the  international  marketplace.  Better 
business  and  financial  market  decisions  should  be  the 
outcome. 

(4)  Good  economic  data  and  information  helps  American 
business  only  if  it  gets  to  business  quickly  and  in 
forms  that  are  easily  digested.  The  organizations 
within  the  Economics  and  Statistics  Administration 
have  worked  steadily  to  get  the  facts  to  American 
businesses  quicker  and  in  increasingly  user-friendly 
forms . 

We  pioneered  the  Economic  Bulletin  Board  (EBB) ,  which 
now  has  over  4100  customers  ranging  from  Fortune  100 
companies  and  major  banks  and  financial  institutions 
to  hundreds  of  small  businesses.  We  then  added  EBB- 
FAX.  We  created  the  National  Trade  Data  Bank  (NTDB) , 
which  is  a  tool  now  used  routinely  by  businesses 
engaged  in  exporting.  We  added  the  National  Economic, 
Social,  and  Environmental  Data  Bank  (NESE.DB),  which 
is  rapidly  expanding  in  size  by  the  addition  of 
business  related  Federal  documents.  We  are  now 
putting  an  increasing  proportion  of  economic  data  on 
INTERNET.  And  we  are  working  with  universities  to 
upgrade  our  software  to  a  natural  language  query 
system.  Our  growing  sales  of  all  these  products 
demonstrates  that  businesses  want  them. 

Business  influences  our  programs  to  improve  economic 
statistics  in  a  number  of  different  ways.  First,  both  the 
Bureau  of  the  Census  and  BEA  use  customer  surveys  to  assess 
the  needs  of  business  and  our  clients  in  general.  Second, 
our  statistical  agencies  have  close  contacts  with  umbrella 
organizations  representing  business  users  of  our  data  such 
as  the  National  Association  of  Business  Economists,  the 
National  Association  of  Manufacturers,  the  Coalition  of 
Service  Industries,  and  the  National  Foreign  Trade  Council. 
Third,  we  have  established  special  groups  to  get  user 
input,  such  as  the  Census  Bureau's  Foreign  Trade  User 
Group,  which  meets  twice  a  year  and  is  comprised  of  100-150 
representatives  of  industry.  Fourth,  we  make  sure  we 
collect  only  essential  information  by  working  with  such 
groups  as  the  Business  Council  on  the  Reduction  of 
Paperwork. 
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In  addition,  our  statistical  agencies  work  one-on-one  with 
businesses  in  the  design  of  new  surveys.  For  example,  BEA 
is  in  the  process  of  developing  an  international  financial 
services  survey.  In  this  effort,  BEA  staff  are  working 
with  American  Express,  Bank  of  America,  Chicago  Board  of 
Trade,  Chicago  Mercantile  Exchange,  Citibank,  Mastercard, 
Merrill  Lynch,  J. P.  Morgan,  and  Visa,  among  others. 

If  ESA's  statistical  bureaus  do  not  receive  the  increases 
requested  for  FY  1995,  the  program  improvements  will  not  go 
forward.  For  all  practical  purposes,  the  increases 
requested  for  FY  1993  and  FY  1994  to  improve  the  quality  of 
economic  statistics  were  denied.  The  progress  that  has 
been  made  has  largely  been  financed  by  shifting  resources 
from  other  programs,  as  exemplified  by  the  reprogrammings 
at  BEA  in  1990  and  1994.  The  reprogramming  well,  however, 
is  rapidly  becoming  dry. 

Year  2000  Census 

QUESTION: 

As  you  are  aware,  this  Subcommittee  has  been  critical  of 
the  costs  of  conducting  the  last  decennial  census  as  well 
as  the  apparent  unwillingness  of  the  Census  Bureau  to  step 
back  and  consider  fundamental  reform  in  the  decennial 
census  process.  What  steps  are  you  as  Secretary  taking  to 
ensure  that  the  Year  2000  Census  will  be  taken  in  the  most 
cost-effective  manner  and  with  the  least  burden  to  the 
American  public?  What  is  the  current  estimated  total  cost 
of  the  Year  2  000  Census,  and  how  does  that  compare  to  the 
total  cost  of  the  1990  decennial  census? 

ANSWER: 

I  am  ensuring  that  the  Census  Bureau  conducts  early 
research  to  identify  those  methodologies  that  will  address 
the  two  primary  goals  of  the  2000  Decennial  Census: 
reducing  costs  and  reducing  the  differential  undercount. 
Many  innovations  designed  to  reduce  costs  will  be  tested  in 
the  1995  census  test.  A  number  of  these  innovations  also 
would  result  in  a  reduced  burden  on  the  public.  They 
include: 

o  An  easy-to-f ill-out  questionnaire  with 
notifications  for  alerting  and  reminding 
respondents  to  complete  the  form. 

o  Advanced  sampling  and  estimation  procedures  to 
collect  information  for  persons  who  do  not 
return  a  census  questionnaire. 

o  Automated  technologies  to  contact  persons  or  to 
allow  them  to  contact  us. 


227 


o  Mailing  out  questionnaires  in  Spanish  to  areas 
that  have  high  concentrations  of  Spanish- 
speaking  households. 

o  The  use  of  the  United  States  Postal  Service  to 
alert  the  Census  Bureau  to  vacant  housing  units 
or  mistakes  on  the  address  list,  and  to  count 
and  correct  them  early. 

o  Working  with  state  and  local  governments,  and 
private  and  nonprofit  organizations  in 
partnership  in  taking  the  census. 

o  Asking  fewer  questions  at  each  household,  on 
average. 

The  Census  Bureau  cannot  estimate  the  total  cost  of  the 
2000  Census  and  compare  this  cost  to  the  1990  decennial 
census  cost  until  the  2000  Census  design  is  selected.  This 
will  be  done  subsequent  to  the  1995  census  test  and  its 
evaluation. 

QUESTION: 

Are  you  considering  significant  changes  in  the  number  of 
questions  asked  on  the  Census  form,  and  encouraging  the  use 
of  sampling  and  other  statistical  methods  to  collect  data 
not  required  by  statute  or  by  the  Constitution? 

ANSWER: 

Most  data  currently  provided  by  the  decennial  census  is 
either  mandated  explicitly,  or  required  indirectly  by 
Federal  law.  The  Census  Bureau  currently  is  working  with 
the  0MB  and  other  Federal  agencies  to  define  agency  data 
needs  and  the  associated  legal  requirements  for  data  to  be 
collected  in  the  2000  Census.  Part  of  this  activity  is  to 
determine  what  topics  need  to  be  asked  of  everyone,  and 
what  topics  may  be  collected  from  a  sample. 

The  alternative  data  collection  methods  the  Census  Bureau 
is  investigating  have  the  potential  of  reducing  the  number 
of  questions  asked  on  the  decennial  census  form.  For 
instance,  the  Census  Bureau  is  researching  the  "Continuous 
Measurement"  methodology  as  an  alternative  to  collecting 
sample  characteristics  in  the  census.  With  this 
methodology,  only  a  small  number  of  questions  would  be 
asked  in  the  census  year.  Collection  of  data  traditionally 
obtained  on  a  sample  basis  in  the  census  year  would  be 
spread  out  over  the  decade;  thereby,  producing  more  current 
information  at  somewhat  less  detail  geographic  levels. 

We  are  also  considering  the  use  of  a  "matrix  sampling" 
design  involving  the  use  of  multiple  sample  forms.  In  this 
design,  most  respondents  who  receive  a  sample  form  will  be 
asked  only  a  portion  of  all  the  sample  questions.   Thus, 


228 


overall  respondent  burden  as  well  as  the  burden  on  sampled 
individuals  (households)  would  be  reduced. 

By  late  1996,  the  Census  Bureau  will  have  completed  its 
evaluation  of  both  alternative  data  collection  methods  and 
compared  the  results.  The  Census  Bureau  will  keep  Congress 
informed  as  evaluation  results  become  available  and  seek 
Congressional  guidance  on  the  preferred  data  collection 
methodology  for  the  2000  Census. 

QUESTION: 

Much  of  the  data  collected  on  the  decennial  census  long 
form  is  requested  by  other  Federal  departments  often  at  the 
behest  of  certain  industry  groups  and  others.  What  steps 
are  you  taking  to  work  with  your  counterparts  at  other 
departments  and  with  the  Office  of  Management  and  Budget 
(0MB)  to  make  certain  that  the  information  needs  of  the 
Federal  government  are  met  in  the  most  efficient  manner 
(not  necessarily  through  the  decennial  census) ,  and  that 
the  private  sector  contributes  more  of  the  costs  of 
collecting  data  for  its  own  use? 


ANSWER: 


Assessment  of  Data  Needs 

As  noted  above,  the  Census  Bureau  recently  has 
completed  an  analysis  of  the  legal  requirements 
for  content  requested  by  Federal  agencies  for 
the  2000  Census.  The  Office  of  Management  and 
Budget  will  solicit  Federal  agency  review  and 
comment  on  this  analysis  and  provide  an 
opportunity  for  the  agencies  to  further  document 
these  and  any  other  legal  requirements  for 
census  data.  The  Census  Bureau  expects  to 
receive  all  responses  from  Federal  agencies  by 
mid-June  and  to  produce  a  final  assessment  of 
Federal  data  needs  by  late  August.  This 
document  will  be  used  as  the  basis  for 
considering  state  and  local  government  data 
needs,  as  specified  in  the  conference  report  for 
the  FY  1994  budget. 

We  are  examining  several  more  efficient 
alternatives  to  collect  data,  both  as  part  of 
the  census  (matrix  sampling)  and  outside  the 
census  (through  the  use  of  continuous 
measurement)  .  We  are  also  testing  the 
potential  of  administrative  records  to  meet 
data  needs  more  efficiently  in  the  future. 

Reimbursement  for  Data  Collection 

The  conference  report  for  the  FY  1994  budget 
directs  the  Census  Bureau  to  "ensure  that  all 
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concerns  of  the  Congress,  the  absolute  data 
requirements  of  Federal  departments  and 
agencies,  as  well  as  state  and  local  government 
data  needs,  are  considered  in  the  planning 
effort."  Since  the  private  sector  is  accorded 
no  unique  data  collection  requirements,  the 
Census  Bureau  is  not  examining  cost  sharing  with 
the  private  sector.  The  language  did  advise 
that  "other  Federal  departments  and  agencies 
with  significant  data  requirements  will 
reimburse  the  Census  Bureau  for  a  portion  of  the 
costs  of  planning  for  and  conducting  the  Year 
2000  Census." 

Many  issues  exist  regarding  how  the  Census 
Bureau  would  apportion  funding  responsibility 
fairly  among  both  Federal  and  non-Federal  data 
users.  For  example,  many  Federal  departments 
and  agencies  use  decennial  census  data  and  the 
purposes  for  which  the  data  are  used  are  quite 
diverse.  As  stated  in  our  January  1994  "Report 
to  Congress  on  the  Status  of  the  Year  2000 
Decennial  Census  Planning  Efforts",  it  is  a 
complex  task  to  determine  how  the  Census  Bureau 
might  allocate  the  cost  of  collecting  the  data 
among  the  Federal  agencies.  For  example,  most 
agencies  use  data  from  a  relatively  small  subset 
of  questions  on  the  census  form.  In  many  cases, 
agencies  require  information  from  the  same 
questions  (for  example,  income) .  In  addition, 
some  relatively  small  agencies,  such  as  the 
Equal  Employment  Opportunity  Commission,  may 
have  significant  data  requirements  equivalent  to 
those  for  much  larger  agencies.  These 
situations  raise  questions  about  how  the  Census 
Bureau  would  apportion  funding  responsibility 
fairly  among  the  Federal  agencies. 

Nevertheless,  the  Census  Bureau  believes  it  is 
important  to  pursue  this  concept  and  has  already 
begun  to  discuss  this  idea  with  Federal 
departments  and  agencies  participating  in  the 
Policy  Committee  of  the  Task  Force  for  the  2000 
Census. 


QUESTION: 


What  is  the  status  of  an  appointment  of  a  new  Census  Bureau 
Director? 

ANSWER: 

It  has  been  a  prolonged  search  for  the  right  candidate,  but 
we  believe  we  will  have  a  nominee  shortly. 
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Questions  Submitted  by  Congressman  Skaggs 

Patents  and  Trademarks 

QUESTION: 

Your  Department  has  been  involved  recently  in  an  issue  that 
is  extremely  important  to  the  American  computer  industry: 
the  somewhat  drily-titled  issue  of  reverse  engineering  — 
or  decompilation.  It's  the  device  programmers  use  to 
figure  out  how  software  works. 

In  November,  you  joined  Mickey  Kantor  in  sending  a  letter 
to  Japan's  trade  minister  about  that  country's  efforts  to 
change  the  copyright  protection  that  software  enjoys.  If 
Japan  does  so,  it  could  theoretically  jeopardize  the  lead 
we've  always  had  in  the  software  industry.  I  understand 
you  said  such  a  step  would  run  counter  to  the  trade 
framework  we  set  up  last  July. 

You  also  sent  a  delegation  from  the  Patent  and  Trademark 
Office  to  Tokyo  to  testify  before  the  Committee  that's 
reviewing  copyright  matters. 

But  there  are  a  number  of  firms  American  software  firms 

—  who  would  favor  the  Japanese  change,  because  allowing 
decompilation  makes  their  products  more  marketable. 

Can  you  update  us  on  the  status  of  this  dispute? 

ANSWER: 

Our  understanding  is  that  the  Japanese  committee  is  now  in 
the  process  of  drafting  a  report  that  will  set  out  the 
divergent  views  of  the  committee's  members.  It  is  widely 
perceived  —  although  we  can  not  be  sure  that  this 
perception  will  square  with  whatever  report  is  ultimately 
published  —  that  the  report  will  set  out  several  views  and 
canvass  the  support  for  each.  The  most  likely  result, 
according  to  recent  reports,  is  that  the  plurality  view 
will  support  a  very  narrowly  circumscribed  decompilation 
privilege  permitting  —  as  do  US  case  law  and  the  EC 
Software  Directive  —  decompilation  only  to  permit  already 
extant  software  of  the  decompiler  to  interoperate  with  the 
"target"  program  that  is  decompiled.  Minority  views  may 
include  (1)  a  proposal  to  permit  decompilation  that  would 
allow  the  decompiler  to  supplant  (rather  than  complement) 
the  target  program  in  the  market,  and/or  (2)  a  proposal  to 
do  nothing  (a)  because  decompilation  is  unnecessary  or  (b) 
because  Japanese  law  already  permits  decompilation. 

We  expect  that  the  report  will  be  published  in  April  or  May 
and  will  closely  review  its  conclusion  and  recommendations. 
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Questions  Submitted  by  Congressman  Mollohan       i 

U.S.  -  Israel  Science  and  Technology  Commission 

QUESTION: 

As  the  appointed  chair  of  the  U.S. -Israel  Science  and 
Technology  Commission,  you  are  no  doubt  aware  of  the 
tremendous  benefit  this  commission  will  bring  to  both  the 
U.S.  and  Israel. 

I  understand  that  you  had  some  successful  meetings  in 
Jerusalem  earlier  this  year  regarding  the  Science  and 
Technology  Commission,  and  that  the  development  of  the 
Commission  is  progressing  nicely. 

What  is  the  status  of  the  U.S. -Israel  Science  and 
Technology  Commission?  What  type  of  funding  levels 
do  you  expect  to  request  for  the  Commission?   When 
will  you  submit  a  budget  for  it? 

Also,  overall,  what  do  you  anticipate  will  come  from 
the  U.S.  -  Israel  Science  and  Technology  Commission  as 
far  as  benefits  for  the  United  States? 

ANSWER: 

The  U.S.  -  Israel  Science  and  Technology  Commission  had  its 
first  meeting  in  Israel  in  January  and  is  scheduled  to  meet 
again  in  June.  In  the  interim,  it  has  initiated  several 
working  groups  to  examine  opportunities  for  cooperation  for 
mutual  benefit  in  the  areas  of  1)  information 
processing/ telecommunications /micro-electronics;  2) 
agriculture/environmental  technology/energy;  3) 
biotechnology /medical  devices;  and  4)  defense  conversion. 
In  addition,  a  working  group  is  examining  possible  sources 
of  funding  and  policy  impediments  to  increase  cooperation. 
These  working  groups  will  report  to  the  Commission  in  June 
with  their  recommendations. 

Also,  in  the  interim,  the  Commission  has  been  exploring 
ways  to  facilitate  the  creation  of  joint  ventures  by 
providing  resources  for  American  businesses  interested  in 
finding  Israeli  partners,  including  databases  of  Israeli 
technology  that  might  be  useful  for  American  firms.  In 
addition,  the  Commission  is  investigating  a  trade  mission 
or  a  reverse  trade  mission  in  the  area  of  defense 
conversion,  given  the  high  level  of  interest  of  both 
countries  in  this  area.  The  Commission  will  make 
recommendations  in  June  for  future  funding  levels.  A 
preliminary  estimate  has  been  included  in  the  FY  1995 
request  for  the  Technology  Administration  for  $400,000. 
The  Commission  is  committed  to  benefiting  the  high  tech 
sectors  of  both  countries.  The  U.S.  should  benefit  as  its 
private  sector  firms  identify  useful  technologies  and 
products  from  Israeli  firms  in  exporting  goods  and  services 
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to  third-world  countries  where  the  Israeli's  have  some 
comparative  advantage.  In  a  larger  sense,  the  U.S.  should 
benefit,  as  Israel  grows  economically  and  becomes  more 
secure. 
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Questions  Submitted  by  Congressman  Rogers 

Coal  Exports 

QUESTION: 

The  Department  of  Commerce • s  focus  in  trade  appears  to  be 
on  the  Newly  Independent  States,  exports  of  environmental 
technology,  and  the  Big  Emerging  Market  program. 

While  these  are  valid  programs,  I  have  particular  concerns 
about  the  Department's  efforts  for  coal  exports. 

From  1992  to  1993,  coal  exports  fell  by  27%  —  from  102 
million  short  tons  to  74  million  short  tons  —  resulting  in 
a  loss  in  value  of  $1.1  billion. 

Does  the  Department  have  a  specific  plan  to  assist  U.S. 
coal  exports?  If  so,  what  is  it?  If  not,  does  the 
Department  have  intentions  to  develop  such  a  plan? 

ANSWER: 

Yes,  the  Department  has  a  multi-faceted  plan  to  assist  the 
U.S.  coal  industry  in  expanding  its  participation  in 
international  trade.  Coal  exports  create  jobs  and  make  a 
significant  contribution  to  our  balance  of  trade.  The 
emergence  of  clean  coal  technologies  and  continuing  coal 
research  increases  the  prospect  that  coal  will  remain  a 
vital  energy  source  not  only  in  this  country,  but 
worldwide.  The  Department  assists  the  U.S.  coal  industry 
through  its  coal  export  program. 

The  foundation  of  this  program  is  the  close  working 
relationship  between  the  Department  of  Commerce  and  the 
U.S.  coal  industry.  To  support  the  industry's  marketing 
efforts,  we  encourage  coal  companies  to  pursue  export 
opportunities  and  provide  them  advice  and  assistance  in 
contacting  the  appropriate  foreign  officials  involved  in 
coal  purchasing. 

We  provide  counseling  and  disseminate  information  on  a 
daily  basis  to  potential  coal  exporters  and  foreign  coal 
buys.  We  participate  in  major  coal  exporting  conferences 
to  promote  U.S.  coal,  and  work  with  industry  and  state 
officials  to  promote  the  use  of  foreign  sales  corporations 
and  export  trading  companies. 

We  use  every  opportunity  at  bilateral  economic 
consultations  to  promote  U.S.  coal  as  a  reliable,  economic 
and  secure  source  of  energy.  In  particular,  we  use  the 
annual  energy  consultations  with  Japan  and  Korea  to  stress 
the  importance  of  coal  trade  as  one  means  to  address  the 
trade  balance  problems. 
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Our  major  competition  is  Australia  and  South  Africa.  The 
key  to  U.S.  competitiveness  in  most  world  markets  is  the 
cost  of  transportation,  both  inland  and  ocean  freight 
costs. 

U.S.  railroads  recognize  the  important  role  they  have  in 
keeping  U.S.  coal  competitive,  and  for  the  most  part 
support  our  program,  which  is  designed  to  retain 
traditional  markets  and  capture  new  ones  for  U.S.  coal 
exporters. 

We  monitor  the  subsidies  and  protectionist  measures 
provided  by  foreign  governments  to  maintain  their 
indigenous  coal  production.  Foreign  producer  subsidies 
(mainly  in  the  European  Community  countries)  limit 
opportunities  for  U.S.  coal  in  Western  Europe,  its  major 
export  market.  We  coordinate  efforts  with  the  United 
States  Trade  Representative  and  the  Department  of  State  to 
have  subsidies  and  coal  import  barriers  phased  out.  While 
these  Commerce  activities  are  not  normally  considered  as 
export  promotion,  a  success  in  this  effort  could  have  a 
tremendous  bearing  on  opening  up  new  markets  for  U.S.  coal. 

We  have  established  an  interagency  Advocacy  Center  in  the 
Department  of  Commerce  to  provide  support  by  senior  policy 
officials  for  strategic  priority  projects. 

Green  GDP 

QUESTION: 

What  is  the  policy  rational  for  recalculating  out  GDP  in 
this  way,  and  how  will  it  enhance  our  economy? 

ANSWER: 

The  "Green  GDP"  program  is  part  of  an  international 
agreement  among  the  nations  of  the  world  regarding  how  to 
depict  statistically  their  economies.  The  agreement,  which 
came  out  of  the  Rio  de  Janeiro  "Earth  Summit"  and  was 
approved  by  the  Bush  Administration,  called  for  the 
development  of  a  "System  of  Integrated  Environmental  and 
Economic  Accounts"  along  the  lines  suggested  by  the  United 
Nations  handbook  on  environmental  accounting. 

"Integrated  Environmental-Economic  Accounts"  (lEEA) ,  the 
real  name  of  "Green  GDP",  does  not  change  any  other  aspect 
of  the  National  Income  Accounts.  Gross  Domestic  Product 
(GDP)  would  continue  to  be  presented  as  it  now  is  each 
quarter,  nor  would  the  official  figure  of  "GDP"  change. 
"lEEA"  would  simply  add  a  new  calculation  that  parallels 
the  calculation  of  GDP  that  enables  us  to  have  a  better 
understanding  of  the  economy's  long-term  growth. 

The  main  objective  of  the  "lEEA"  program  is  to  extend  the 
usefulness  of  the  national  economic  accounts,  the  family  of 


235 


statistics  that  is  summarized  by  GDP.  "Green  GDP"  is  a 
term  that  summarizes  the  incorporation  of  natural  resource 
considerations  into  the  accounting  system.  This  would 
complement  rather  than  substitute  for  the  existing 
accounts.  It  would  be  calculated  retrospectively  and 
annually  rather  than  the  contemporaneous  quarterly  calcula- 
tion of  Gross  Domestic  Product. 

The  GDP  accounts  contain  various  kinds  of  detail  that  tell 
us  about  the  nature  of  economic  growth,  as  well  as  its 
quantity.  For  example,  the  family  of  national  income 
accounts  tells  us  how  much  of  our  capital  stock  is  being 
depreciated,  so  that  we  know  whether  we  are  creating  new 
wealth  in  the  economy.  It  tells  us  how  much  we  save  both 
in  households  and  firms,  so  that  we  know  how  much  resources 
are  available  to  finance  additions  to  our  wealth. 

Similarly,  the  lEEA  gives  us  added  perspective  on  the 
"sustainability"  of  economic  growth,  much  as  does 
information  regarding  the  depreciation  of  our  capital  stock 
or  our  ability  to  finance  the  creation  of  new  wealth.  Each 
tells  us  whether  we  are  capable  of  maintaining  our  current 
level  of  GDP. 

The  lEEA  recognizes,  in  a  way  that  the  existing  system  does 
not,  that  the  economy  is  dependent  on  natural  and  environ- 
mental inputs.  For  example,  the  lEEA  would  note  whether 
our  additions  and  extensions  of  reserves  for  fossil  fuels 
were  capable  of  sustaining  current  levels  of  production. 
In  that  sense,  it  would  calculate  the  "depreciation"  of 
natural  resources  just  as  it  does  plant  and  equipment. 

Further,  policies  based  on  the  objective  indicators  found 
in  the  lEEA  would  help  avoid  falsely  representing  choices 
between  environmental  goals  and  economic  growth  and  would 
likely  be  more  even-handed  than  those  measures  now  avail- 
able. When  fully  implemented,  the  lEEA  would  aim  to  depict 
the  value  of  environmental  improvements  and  the  costs  of 
obtaining  them.  This  would  move  us  forward  dramatically 
towards  ensuring  that  economic  and  environmental 
sustainability  go  hand  in  hand. 

QUESTION: 

Please  define  exactly  what  is  "Green  GDP."  What  specifi- 
cally is  being  measured,  how  is  it  being  measured,  and  what 
is  it  that  is  new  that  is  being  measured? 

ANSWER: 

"Green  GDP"  is  short-hand  for  Integrated  Environmental- 
Economic  Accounting.  Accounting  of  this  kind  is  most 
explicitly  spelled  out  in  the  United  Nations  handbook 
System  of  Integrated  Environmental  and  Economic  Accounts 
(SIEEA) .   BEA's  work  would  be  in  line  with  this  handbook. 
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which  was  agreed  to  by  the  Bush  Administration  at  the  so- 
called  "Earth  Summit",  in  Rio  de  Janeiro,  in  June  1992. 

BEA's  extension  of  the  existing  economic  accounts  will 
attempt  to  capture  the  interaction  between  the  economy  and 
the  environment.  It  regards  the  environment,  including  our 
stocks  of  fuels,  minerals,  timber,  and  other  assets  as  well 
as  the  quality  of  the  environment  around  us,  as  a  series  of 
"assets"  just  as  are  private  sector  plant  and  equipment. 
When  plant  and  equipment  are  "used  up"  through 
depreciation,  the  GDP  family  of  statistics  take  this  into 
account,  just  as  would  a  company  that  allows  a  depreciation 
charge  to  flow  from  its  balance  sheet  to  its  income  state- 
ment. The  lEEA  calculations  do  exactly  the  same  thing. 
They  calculate  what  is  "lost"  when  we  use  up  our  resources 
or  environment,  or  adds  back  what  we  gain  when  we  add 
resources  (by  finding  new  ones)  or  improving  our  environ- 
ment. 

By  focusing  on  the  economy's  use  of  natural  and  environmen- 
tal assets,  the  lEEA  will  include  the  use  of  cultivated 
crops,  timber,  subsoil  assets  such  as  oil,  coal,  and  non- 
fuel  minerals,  land  and  the  disposal  of  residuals  from 
production.  The  integrated  accounts  will  include  estimates 
of  the  investments  (e.g.,  additions  to  proved  reserves, 
plantings  and  natural  growth  of  timber,  and  cleaner  air  and 
water  via  expenditures  for  pollution  abatement  and  control 
equipment)  as  well  as  the  reduction  in  the  economic  value 
of  these  assets  through  their  use  in  production  (e.g., 
depletion) . 

Like  national  income  accounts,  the  lEEA  will  be  based  on 
market  prices.  For  example,  the  resource  value  of  a  new 
ton  of  coal  or  barrel  of  oil  would  be  valued  at  the  prices 
found  in  markets,  and  would  track  market  prices,  as 
suggested  by  Michael  Boskin  and  other  economists.  Thus, 
the  integrated  accounts  would  extend  the  existing  system  by 
counting  the  net  contribution  of  natural  resources  to  the 
creation  of  income  and  jobs,  rather  than  focusing  only  on 
the  use  of  labor,  capital,  and  intermediate  inputs  into 
production. 

QUESTION: 

GDP  is  calculated  to  tell  us  whether  there  is  adequate 
economic  activity  and  employment  of  resources  in  the 
country  so  that  we  can  judge  whether  new  fiscal  or  monetary 
policies  is  needed.  How  will  "Green  GDP"  help  us  measure 
this  more  accurately? 

ANSWER: 

GDP  is  a  tool  for  macro-economic  policy  that  summarizes  the 
overall  size  and  rate  of  growth  of  the  U.S.  economy.  GDP 
is  only  one  measure  within  the  family  of  national  economic 
accounts.   In  addition  to  the  GDP  total,  the  U.S.  economic 
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accounts  produced  by  BEA  provide  information  on  national 
saving  and  investment,  personal  income,  patterns  of 
consumer  spending,  international  trade,  rates  of  economic 
growth,  and  the  interdependence  between  specific  industries 
and  regions  of  the  country.  These  data  are  used  to 
formulate  policies  ranging  from  regional  tax  analysis  and 
projections  to  the  analysis  of  the  effect  of  government 
programs  on  investment  and  saving. 

Similarly,  a  single  "Green  GDP"  number  would  be  just  the 
tip  of  the  iceberg.  Indeed,  after  all  the  additions  to  and 
deductions  from  the  stock  of  natural  and  environmental 
assets  are  tallied-up,  the  resulting  net  domestic  product 
may  not  be  very  different  from  the  conventional  measure. 
The  truly  valuable  contribution  of  integrated 
environmental-economic  accounts  will  be  their  ability  to 
identify  and  quantify  the  interactions  between  the  economy 
and  the  environment  in  many  ways,  such  as  by  industry, 
product,  user,  and  region. 

QUESTION: 

Will  resource  depletion  be  counted  as  a  positive  or 

negative  cost  to  GDP?   What  parameters  will  you  use  to 

determine  whether  resource  depletion  is  a  positive  or 
negative? 

ANSWER: 

Depletion  is  a  measure  of  the  contribution  to  production 
from  the  use  of  a  natural  resource  and  would  be  included  in 
GDP.  But  depletion,  like  depreciation  of  plant  and 
equipment,  represents  the  using  up  of  the  nation's  economic 
assets  and  thus  depletion  would  be  deducted  from  GDP  to 
arrive  at  net  domestic  product  (NDP) .  Just  as  accounting 
for  sustainable  economic  growth  requires  that  the  economic 
ledger  include  an  entry  for  depreciation  to  record  the 
using  up  of  plant  and  equipment,  an  entry  should  be  made 
for  the  using  up  of  natural  assets. 

As  noted  above,  whether  an  environmentally-adjusted  NDP 
ends  up  higher  or  lower  than  conventional  NDP  will  depend 
on  the  net  effect  of  the  economic  value  of  additions  to  and 
depletions  of  the  stock  of  natural  and  environmental 
resources. 

QUESTION: 

Are  you  attempting  to  assign  a  value  and  monetary  cost  to 
such  concepts  as  "environmental  quality?"  If  not,  what  are 
you  measuring?  If  so,  how  specifically  will  you  define 
"environmental  quality,"  measure  "environmental  quality" 
and  assign  a  "value"  to  "environmental  quality"? 
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Can't  environmental  quality  be  defined  in  a  number  of  ways, 
depending  on  your  perspective?  How  then  do  you  objectively 
define  "environmental  quality?" 

ANSWER: 

BEA's  plan  to  address  these  issues  is  to  build  up  experi- 
ence and  knowledge  by  phasing  in  the  long-term  program.  We 
will  begin  Phase  I  by  addressing  less  complex  issues 
regarding  valuing  the  stock  of  nonrenewable  resources,  such 
as  oil,  gas,  and  coal,  and  the  changes  in  that  stock  due  to 
depletion  and  discoveries.  The  concepts  and  data  for  these 
resources  are  relatively  familiar.  In  phase  II,  BEA  will 
work  with  renewable  resources,  for  which  the  conceptual 
problems  are  more  difficult. 

Beginning  in  Phase  III,  BEA  will  try  to  work  with  environ- 
mental resources,  such  as  air  and  water.  It  will  take 
several  years  to  do  all  this,  and  we  expect  that  research 
in  the  United  States,  in  other  countries,  and  in  interna- 
tional organizations  will  make  advances  and  be  shared. 

When,  in  Phase  III,  attention  turns  to  environmental 
resources,  BEA  will  focus  on  their  economic  value. 
Therefore,  in  working  with  environmental  quality,  BEA  will 
concentrate  on  the  economic  impact  of  reductions,  or 
improvements,  in  environmental  quality.  These  include,  for 
example,  the  costs  of  investments  in  pollution  control,  of 
increased  maintenance  and  depreciation  associated  with 
pollution,  and  of  reductions  in  agricultural  productivity 
associated  with  pollution  and  soil  erosion.  We  will  rely 
heavily  on  the  scientific  literature  and  on  the  experiences 
that  other  nations  have  had  implementing  these  concepts. 
Although,  one  of  the  United  Nations  extensions  for  lEEA 
includes  contingent  valuation  by  households  of  their 
willingness  to  pay  for  improvements  in  environmental 
quality.  For  the  foreseeable  future,  BEA  would  concentrate 
only  on  cost-based  estimates  of  the  market  impacts  of 
changes  in  environmental  quality. 

QUESTION: 

Will  you  integrate  the  economic  impact  of  employment, 
sales,  etc. ,  in  industries  reliant  on  natural  resource 
depletion,  such  as  coal  mining,  into  green  GDP?  If  so, 
how? 

ANSWER: 

The  existing  economic  accounts  already  show  the  sales  and 
related  indicators  for  U.S.  industries,  including  those 
reliant  on  natural  resources  such  as  coal  mining.  Indeed, 
the  most  important  attribute  of  economic  accounts  is  their 
consistent  specification  of  the  interdependencies  of 
industries  in  the  economy.  "Green"  accounting,  as  an 
extension  of  the  existing  economic  accounts,  will  certainly 
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intain  that  attribute.  The  GDP  accounts  will  continue  to 
capture  the  contribution  of  the  coal  industry  to  wages  and 
salaries,  profits,  and  taxes  and  the  role  of  coal  as  an 
input  into  production  in  utilities  and  other  industries  and 
as  an  export.  The  information  can  be  used  to  see  the 
impact  of  coal  on  industries,  products,  and  regions 
dependent  on  it. 

QUESTION: 

For  what  purpose  is  green  GDP  intended  to  be  used? 

ANSWER: 

The  main  purpose  of  the  lEEA  is  to  provide  consistent  and 
integrated  data  on  the  economic  effects  of  the  interaction 
between  the  economy  and  environmental  and  natural  resources 
by  product,  by  industry,  by  type  of  income,  by  user,  and 
(perhaps,  eventually)  by  region.  This  detailed  accounting 
of  the  interactions  between  the  economy  and  the  environment 
will  provide  a  consistent  information  base  for  a  wide  range 
of  policy  and  analytical  studies. 

QUESTION: 

Where  did  the  concept  of  "green  GDP"  develop  —  has  this 
type  of  measurement  ever  been  done  before  by  anyone  in  the 
U.S.  --^either  in  the  private  or  public  sector  —  and  how 
Jias—i'fbeen  used? 

ANSWER: 

Although  demonstration  studies  have  been  conducted  by  the 
United  Nations,  the  World  Bank,  and  some  private 
organizations  (notably  the  World  Resources  Institute) ,  and 
some  judgmental  estimates  have  been  made  of  "quality- 
adjusted"  U.S.  economic  welfare,  no  developed  country  yet 
has  consistent  and  integrated  environmental-economic 
accounts  along  the  lines  of  the  United  Nations  handbook. 
A  number  of  nations  are  actively  working  on  such  accounts, 
and  sharing  their  experiences  with  each  other. 

BEA  has  been  in  regular  contact  with  all  of  these  nations 
and  entities  in  the  course  of  developing  its  program,  and 
will  continue  to  consult  with  them,  with  the  relevant 
committees  of  the  Congress,  and  with  affected  industries  as 
it  develops  and  implements  its  program. 


Thursday,  March  10,  1994. 

TECHNOLOGY  ADMINISTRATION,  INCLUDING  OFFICE 
OF  THE  UNDER  SECRETARY  OFFICE  OF  TECHNOLOGY 
POLICY;  NATIONAL  INSTITUTE  OF  STANDARD  AND 
TECHNOLOGY;  NATIONAL  TECHNICAL  INFORMATION 
SERVICE  1^1  xvi^ 

WITNESSES 

MARY  L.  GOOD,  UNDER  SECRETARY  FOR  TECHNOLOGY 
ARATI  PRABHAKAR,  DIRECTOR,  NIST 

GRAHAM  R,  MITCHELL,  ASSISTANT  SECRETARY  FOR  TECHNOLOGY 
POLICY 

DONALD  R.  JOHNSON,  DIRECTOR,  NTIS 

RAYMOND  KAMMER,  DEPUTY  DIRECTOR,  NIST 

THOMAS  A.  GARY,  BUDGET  OFFICER,  NIST 

KAREN  L.  NASON,  BUDGET  OFFICER,  TA 

DONALD  W.  CORRIGAN,  DEPUTY  DIRECTOR,  NTIS 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  Smith.  Time  is  important  here,  and  I  have  to  go  in  a  Httle 
while,  but  I  want  to  get  started.  This  afternoon  we  have  our  review 
of  the  Department  of  Commerce  fiscal  year  1995  budget  request  for 
the  Technology  Administration  (TA),  National  Institute  of  Stand- 
ards and  Technology  (NIST),  and  National  Technical  Information 
Service  (NTIS). 

The  request  for  TA's  three  organizational  units  is:  $11,262  mil- 
lion for  the  Office  of  the  Under  Secretary  for  Technology,  which  is 
an  increase  of  $5,562  million  over  the  amount  appropriated  for  fis- 
cal year  1994;  $935  million  for  the  National  Institute  of  Standards 
and  Technology,  which  is  an  increase  of  $414.8  million  over  last 
year's  appropriation;  and  a  one  time  increase  of  $18  million  for  the 
National  Technical  Information  Service. 

We  will  hear  testimony  regarding  the  budget  requests  for  TA, 
NIST,  and  NTIS  as  we  continue  this  afternoon. 

We  shall  insert  the  justifications  submitted  in  support  of  the  re- 
quest into  the  record  at  this  time. 

[The  justification  follows:] 
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Mr.  Smith.  We  are  fortunate  to  have  with  us  today  the  Under 
Secretary  of  Commerce  for  Technology,  Dr.  Mary  Good,  and  Arati 
Prabhakar,  Director  of  the  National  Institute  of  Standards  and 
Technology.  Since  this  is  the  first  time  for  both  of  you  to  testify  be- 
fore the  Subcommittee,  we  will  insert  both  of  your  biographical 
sketches  into  the  record.  Dr.  Good,  you  may  proceed  as  you  please. 

Dr.  Good.  Okay.  Thank  you,  Mr.  Chairman. 

Overview 

We  really  appreciate  the  opportunity  to  come  and  visit  with  you, 
and  in  the  interest  of  time,  Dr.  Prabhakar  and  I  are  going  to  rep- 
resent the  Technology  Administration  today.  We  have  already  sub- 
mitted written  statements,  and  with  your  acquiescence,  we  will  just 
give  you  some  highlights  and  leave  it  open  then  for  questions  and 
discussion. 

Mr.  Smith.  Okay.  That  is  good. 

Dr.  Good.  What  I  would  like  to  do  first  is  to  introduce  most  of 
the  Technology  Administration  team  today.  With  us  is  Dr.  Graham 
Mitchell,  who  was  just  confirmed  last  week  as  the  Assistant  Sec- 
retary for  Technology  Policy  and  has  had  a  number  of  years  in  the 
industry  and  in  research  planning  and  policy;  Don  Johnson  is  the 
Director  of  NTIS,  the  National  Technical  Information  Service. 

So  we  have  our  whole  team  here  today,  and  we  think  we  can  try 
to  answer  the  questions  that  you  have. 

Mr.  Smith.  All  right. 

Dr  Good.  The  three  groups  that  we  have  to  talk  about  are  the 
Office  of  Technology  Policy,  NIST,  and  the  National  Technical  In- 
formation Service.  ,      ..    ,       o        .      ^      «- 

I  am  going  to  speak  briefly  about  the  Under  Secretary's  office, 
the  Office  of  Technology  Policy,  and  say  a  few  words  about  the  r^ 
quest  this  time  for  NTIS,  and  let  Dr.  Prabhakar  speak  to  the  Nlbl 
budget,  which  is  the  biggest  piece  of  our  budget,  as  you  know.  So 
let  me  just  take  a  few  minutes  to  do  that. 

The  way  we  are  set  up,  the  requests  for  the  Office  of  the  Under 
Secretary  and  the  Office  of  Technology  Policy  presently  are  budg- 
eted together.  We  are  asking  for  a  significant  increase  m  that 
budget  It  will  not  go  up  forever,  as  I  promised  Ms.  Chadbourne  at 
an  earlier  briefing,  but  what  we  need  to  do  is  to  get  adequate  re- 
sources to  handle  that  office  in  a  rational  way. 

The  Under  Secretary's  office  has  been  essentially  given  the  re- 
sponsibility for  the  leadership  position  within  the  Department  ot 
Commerce  for  the  technology  efforts  that  we  have  under  way.  We 
have  put  together  a  couple  of  pieces  already,  one  called  Commerce 
Acts,"  where  we  have  really  put  together  the  entire  technical  oper- 
ation for  the  Department  of  Commerce  so  you  can  look  at  it  and 
understand  what  we  are  doing.  ^..i-       tj     4--„i 

Secondly,  I  am  the  Chairman  for  the  new  Civilian  Industr  al 
Technology  Committee,  the  major  committee  within  the  new  iNa- 
tional  Science  and  Technology  Council,  which  is  the  replacement 
for  FCCSET.  The  charge  to  that  committee  is  to  try  to  coordinate 
the  technology  resources  that  the  government  is  going  to  put  into 
R&D  that  so  as  to  strengthen  the  civilian  technology  infrastruc- 
ture. 
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Thirdly,  we  are  also,  as  you  know,  the  Secretariat  for  the  "Clean 
Car"  initiative.  So  we  are  asking  for  here  in  the  Under  Secretary's 
office  adequate  resources  to  run  that  office  and  to  manage  these 
oversight  kinds  of  functions. 

Now,  as  to  the  increase  in  the  Office  of  Technology  Policy,  there 
are  three  additional  goals  that  we  have  set.  One  of  them  is  to  real- 
ly look  at  the  manufacturing  technology  competitiveness  in  the 
United  States.  We  have  set  up  the  manufacturing  centers;  we  now 
have  outreach  to  the  small  and  medium-sized  businesses. 

We  would  like  to  have  an  annual  report  which  allows  you  to 
know  where  we  are  in  the  manufacturing  sector.  In  the  past  we 
have  understood  where  the  major  manufacturers  were  pretty  well, 
but  we  really  didn't  have  a  good  view  of  what  the  manufacturing 
infrastructure  all  the  way  down  to  the  second  and  third-tier  manu- 
facturers were  all  about.  We  would  very  much  like  to  do  that.  That 
is  one  of  the  thrusts  that  is  in  here  for  the  Office  of  Technology  Pol- 
icy. 

The  second  one  has  to  do  with  the  fact  that  we  believe  we  need 
to  understand  better  where  we  are  competitively.  We  need  to  un- 
derstand what  the  rest  of  the  world  is  doing,  and  where  we  are 
with  respect  to  the  developing  world  in  technology.  We  need  to  un- 
derstand that  if  we  are  to  make  good  investment  choices  with  the 
monies  that  we  have. 

For  example,  over  the  past  few  years,  we  have  been  very  much 
involved  with  the  technology  status  in  Japan,  but  my  view  is  that 
today,  perhaps  the  most  important  technology  status  we  need  to 
know  about  is  the  status  of  technology  in  China. 

And  we  need  to  understand  that  now  if  we  are  going  to  begin  not 
to  get  into  some  of  the  kinds  of  difficulties  that  we  were  in  in  the 
early  1980s  with  respect  to  the  competition  that  we  had  in  Japan. 
We  need  to  know  where  that  competition  in  technology  is  coming 
from. 

So  we  are  in  the  process  of  setting  up  some  benchmarking  stud- 
ies that  will  allow  us  to  do  that.  We  are  working  with  the  other 
government  agencies;  we  are  not  going  to  do  all  of  that  data  our- 
selves. A  lot  of  it  is  collected  around  the  government.  The  issue  is 
to  put  it  together  in  a  usable  form. 

We  are  working  very  closely  with  the  International  Trade  Admin- 
istration, which  does  some  of  this  already.  We  are  interested  in 
working  with  some  of  the  offices,  in  the  Department  of  Ener^  in 
bringing  that  together  so  that  we  can  give  you  what  our  view  is  of 
the  commercial  technology  situation  in  these  emerging  and  devel- 
oped countries. 

We  think  that  would  be  extraordinarily  useful  information  to 
have,  in  language  that  is  easy  to  understand  and  put  together  in 
one  place,  and  which  just  gives  you  the  overview  of  where  we  are. 

The  last  thing  we  have  not  done  well  in  the  United  States  is 
looking  for  technology  in  other  countries  as  other  countries  have 
done  in  getting  our  technology.  We  need  to  understand  how  to  mo- 
tivate our  industry  to  look  at  technology  as  a  global  enterprise,  to 
find  out  where  technology  exists  elsewhere,  and  to  begin  to  access 
that,  if  that  is  appropriate. 

So,  we  are  beginning  to  work  with  the  science  and  technology 
agreements  that  we  have  with  the  State  Department,  ITA,  and 
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with  the  trade  associations  to  begin  to  understand  if  there  is  tech- 
nology there.  If  so,  getting  our  industry  to  understand  where  it  is, 
and  assessing  it,  if  that  is  what  makes  sense  to  them  in  building 
a  global  environmental  competitive  position.  We  think  that  is  one 
of  the  areas  where  we  can  make  a  big  difference. 

So  the  major  increases  that  you  see  for  the  Office  of  Technology 
Policy  are  to  provide  that  kind  of  information,  what  I  call  taking 
data  and  making  information  out  of  it,  in  areas  where  we  need  that 
kind  of  information. 

The  last  increase  has  to  do  with  NTIS,  the  National  Technical 
Information  Service.  We  are  asking  for  a  one-time  $18  million  es- 
sentially capital  request.  NTIS,  as  you  know,  is  a  self-sustaining 
organization. 

As  you  know,  in  the  last  two  years,  after  some  difficulties.  Dr. 
Johnson  began  to  work  with  NTIS.  We  have  had  government  au- 
dits and  outside  independent  auditors  give  us  a  clean  bill  of  health, 
and  we  are  indeed  a  self-supporting  entity. 

NTIS  has  the  legislative  responsibility  to  get  all  of  the  technical 
documents  created  by  the  government  in  whatever  form,  be  they 
reports,  proposals,  whatever. 

In  addition  to  that,  we  have  the  responsibility  for  some  of  the 
business  information  which  accompanies  that  technical  informa- 
tion. In  the  last  year,  we  have  put  up  an  on-line  system  called 
FedWorld  which  allows  you  to  come  in  from  a  modem  and  from 
that,  you  can  search  the  databases,  and  find  out  who  has  what. 

We  have  other  government  agencies  that  are  putting  their 
databases  on  as  well,  so  you  can  access  FEDWORLD  and  we  can 
point  you  in  the  right  direction  to  get  that  information.  The  re- 
sponse has  just  been  incredible.  We  have  had  something  like 
900,000  entries  in  that  system  in  the  last  six  to  eight  months.  The 
response  has  just  been  overwhelming. 

We  cannot  keep  up  with  the  requests,  nor  can  we  deliver  the 
product  that  we  need  to  without  upgrading  the  system.  If  we  build 
a  sinking  fund  and  charge  our  current  customers,  we  will  not  get 
there  in  the  time  frame  that  the  public  would  Hke  for  us  to  do  it 
in.  So  what  we  are  asking  for  is  a  one-time  infusion  of  capital.  Six 
milHon  of  the  $18  million  would  be  used  to  upgrade  FedWorld  and 
put  into  it  the  software  and  hardware  to  make  it  capable  of  han- 
dling the  requests  that  we  see. 

About  another  $6  million  would  be  used  to  support  some  of  the 
depository  libraries  that  do  not  have  the  equipment  to  take  our  in- 
formation on-line,  to  get  some  of  them  up  to  the  point  where  they 
could  receive  this  information. 

The  last  $6  million  is  to  essentially  provide  some  modernization 
equipment  so  that  most  of  Commerce  and  possible  some  other 
agencies  can  transmit  information  products  on-line  rather  than  just 

in  hard  copy.  ,        ,  ,  •     r 

Our  vision  for  NTIS  is  that  you  would  be  able  to  come  in  trom 
a  PC,  find  what  you  want,  look  at  the  abstract  to  decide  if  you 
want  that  document,  give  us  your  credit  card  number,  and  we  will 
let  you  download  and  copy  that  at  your  PC.  ^  .     r 

That  means  we  don't  need  warehouses,  we  dont  need  a  lot  ot 
extra  hard  copy;  everything  is  in  the  database  in  electronic  form 
and  we  can  fill  the  orders  electronically;  and  you  can  download 
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them  at  your  end.  If  you  don't  have  a  capability  for  downloading 
or  you  want  it  in  hard  copy,  you  give  us  your  credit  card,  and  we 
will  ship  it  to  you  express  if  you  want  it,  or  we  will  ship  it  regular 
mail,  and  charge  you  the  cost. 

That  is  the  vision — to  make  information  available  through  on- 
line services  to  the  extent  that  it  is  possible.  So  the  $18  million 
that  you  see  there  is  to  put  us  in  a  position  to  do  that  in  a  time 
efficient  way.  If  we  have  to  do  it  over  time,  building  the  kind  of 
fiind  that  would  be  necessary,  it  would  take  us  a  long  time  to  do 
it,  and  that  would  be  very  inefficient.  The  technology  moves  very 
fast.  Accordingly,  we  are  asking  for  a  one-time  equipment  and  in- 
frastructure upgrade  to  carry  that  out. 

So  that  is  the  essence  of  the  increases  that  we  are  asking  for  the 
Under  Secretary's  office,  the  Office  of  Technology  Policy  and  NTIS. 

Mr.  Smith.  Boy,  we  have  come  a  long  way.  I  used  to  fly  in  here 
when  I  was  practicing  law,  I  would  fly  to  Pittsburgh  because  they 
had  a  place  to  get  a  bed  in  the  airport  at  night,  you  fly  in  there 
one  evening,  get  up  the  next  morning,  and  get  down  here  in  an 
hour  so  you  can  go  to  some  department  to  get  a  piece  of  paper,  or 
exchange  papers  with  them  and  then  fly  back  home. 

Now,  you  do  it  in  a  few  minutes. 

Dr.  Good.  To  give  you  an  idea  of  how  useful  it  really  can  be, 
FedWorld  had  available  online  the  President's  budget  at  the  time 
he  began  to  speak.  That  meant  that  you  could  begin  to  download 
that  yourself  essentially  as  the  President  began  to  speak.  Once  the 
embargo  was  off,  it  was  loaded  and  ready  to  go,  and  you  can  take 
pieces  of  it,  you  can  look  at  it,  take  however  much  of  it  you  want, 
or  take  all  of  it. 

Mr.  Smith.  Do  either  one  of  you  have  anjrthing  to  say? 

Dr.  GrOOD.  Yes.  I  am  going  to  let  Dr.  Prabhakar  say  a  few  words 
about  NIST  where  the  big  money  and  the  big  budget  is. 

[The  biographical  sketch  and  prepared  statement  of  Dr.  Grood  fol- 
low:] 
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DR.  MARY  LOWE  GOOD 

Under  Secretary  for  Technology 

VS.  Department  of  Commerce 

Washington,  DC 

Dr.  Mary  L.  Good  was  nominated  by  President  Clinton  to  serve  as  the  Commerce  Department's 
Under  Secretary  for  Technology.   Her  nomination  was  confirmed  by  the  VS.  Senate  on  August  5,  1993.  Dr. 
Good  directs  Commerce's  Technology  Administration  which  is  the  focal  point  in  the  federal  government  for 
assisting   VS.  industry  to  improve  its  productivity,  technology  and  innovation  in  order  to  compete  more 
effectively  in  global  markets.   In  particular,  the  AdminisUation  works  with  industry  to  eliminate  legislative 
and  regulatory  barriers  to  technology  commercialization  and  to  encourage  adoption  of  modem  technology 
management  practices.  The  Technology  Administration  is  comprised  of  the  National  Institute  of  Standards 
and  Technology,  the  National  Technical  Information  Service,  and  the  Office  of  the  Assistant  Secretary  for 
Technology  Policy. 

In  addition  to  her  role  as  Under  Secretary  for  Technology,  Dr.  Good  chairs  the  Federal 
Coordinating  Council  on  Science,  En^eering  and  Technology  -  Committee  on  Industry  and  Technology 
(FCCSET/CTT),  and  serves  on  the  FCCSET  Committee  on  Physical,  Mathematical  and  Engineering  Sciences 
(CPMES). 

Prior  to  joining  the  Administration,  Dr.  Good  was  the  senior  wee-president  of  technology  at  Allied- 
Signal  Inc.,  where  she  was  responsible  for  the  centralized  research  and  technology  organizations  wth 
facilities  in'  Morristown,  NJ;  Buffalo,  NY;  and  Des  Plaines,  IL.  This  position  foUowed  assignments  as 
President  of  AlliedSignal's  Engineered  Materials  Research  Center,  Director  of  the  UOP  Research  Center, 
and  President  of  the  Signal  Research  Center.   Dr.  Good's  accomplishments  in  industrial  research 
management  are  the  achievements  of  a  second  career,  having  moved  to  an  industrial  position  after  more  than 
25  years  of  teaching  and  research  in  the  Louisiana  State  University  system.   Before  joining  AllicdSignal,  she 
was  professor  of  chemistry  at  the  University  of  New  Orleans  and  professor  of  materials  science  at  Louisiana 
State  University,  where  she  achieved  the  university's  highest  professional  rank,  Boyd  Professor. 

Dr  Good  was  appointed  to  the  National  Science  Board  by  President  Carter  in  1980  and  again  by 
President  Reagan  in  1986.  She  was  the  Chairman  of  that  Board  from  1988  until  1991  when  she  received  an 
appointment  from  President  Bush  to  become  a  member  of  the  President's  Council  of  Advisors  on  Saencc 
and  Technology  (PCAST).   Dr.  Good  also  served  on  the  boards  of  Rensselaer  Polytechnic  Institute, 
Cincinnati  Milaaon,  and  Ameritech.  She  was  also  a  member  of  the  National  Advisory  Board  for  the  State 
of  Arkansas. 

Dr.  Good  is  an  elected  member  of  the  National  Academy  of  Engineering,  a  past  president  of  the 
American  Chemical  Society,  a  Fellow  of  the  American  Association  for  the  Advancement  of  Science,  a 
member  of  the  American  Institute  of  Chemists,  the  Royal  Society  of  Chemistry,  and  serves  on  the  executive 
committee  for  the  International  Union  of  Pure  and  Applied  Chemistry.   She  has  been  active  on  the  boards  of 
directors  of  such  groups  as  the  Industrial  Research  InsUtute,  Oak  Ridge  Associated  Umversities,  and  the 
National  Institute  for  Petroleum  and  Energy  Research.  She  has  also  served  on  advisory  panels  for  the 
National  Research  Council,  the  National  Bureau  of  Standards,  the  National  Science  FoundaUon  Chemistry 
Section,  the  National  Institute  of  Health,  and  NASA. 

Dr  Good  received  the  National  Science  Foundation's  Distinguished  Public  Service  Award,  the 
Albert  Fox  Demers  Medal  Award  from  Rensselaer  Polytechnic  Institute,  the  American  AssoaaUon  for  the 
Advancement  of  Science  Award,  the  American  Institute  of  Chemists'  Gold  Medal,  and  was  chosen  Scientist 
of  the  Year  by  Industrial  Research  and  Development  magazine.  She  was  elected  as  a  Foreign  Member  of 
the  Royal  Swedish  Academy  of  Engineering  Sciences  in  1990,  became  a  member  of  the  Tau  Beta  Pi 
Association  (the  Engineering  Honor  Society),  was  awarded  the  Charles  l^lhrop  Parsons  Aw^d  of  the 
American  Chemical  Society,  and  received  the  IndusUial  Research  Institute  Medahst  Award.  She  h^ 
published  over  100  articles  in  refereed  journals  and  is  the  author  of  a  book.  Integrated  laboratory  Sequence. 
published  by  Barnes  and  Noble. 

Dr  Good  received  her  B.S.  in  chemistry  from  the  University  of  Central  Arkansas  and  her  M.S.  and 
Ph  D.  degrees  in  Inorganic  chemistry  from  the  University  of  Arkansas.  She  has  also  received  numerous 
awards  and  honorary  degrees  from  many  coUeges  and  universities,  includmg  most  reccndy  the  College  of 
William  and  Mary  and  the  Polytechnic  University  of  New  York. 
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American  Chemical  Society,  1951-present;  President  1987,  Board  of  Directors,  1971-80;  Board 

Chairman  1978,  1980 

Industrial  Research  Institute,  1980-prcsent;  Board  of  Directors  1982-87 

International  Union  of  Pure  and  Applied  Chemistry  (lUPAQ,  President,  Inorganic  Division,  1980- 

85;  Member  of  Bureau,  1985-93 

Royal  Society  of  Chemistry  (Brit.)  1960-present,  Fellow,  1982-prescnt 

Royal  Swedish  Academy  on  Engineering  Sciences,  Foreign  Member,  1990-present 

American  Institute  of  Chemists,  1965-present 

Sigma  Xi,  1952-prcsent 

Alpha  Chi  Sigma,  1975-present 

Research  Directors  of  Chicago  Association,  1981-present 

Catalysis  Qub  of  Chicago,  1981-prescnt 

MEMBERSHIPS  ON  OUTSIDE  BOARDS: 


Cincinnati  Milacron  Inc.  Board  of  Directors,  1989-1993 
Rensselaer  Polytechnic  Institute,  Board  of  Trustees,  1982-1993 
Ameritech,  Board  of  Directors,  1992-1993 
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OTHER  PROFESSIONAL  ACTIVmES: 

•  Advisory  Board  of  Stevens  Alliance  for  Technology  Management,  1991-1993 

•  NASA  Space  Systems  and  Technology  Advisory  Committee  (SSTAC)  Ad  Hoc  Review  Team  on 
Advanced  Life  Support  Technology,  1990-91 

•  Advisory  Committee,  Oak  Ridge  National  Laboratory,  1987-90 

•  National  Research  Council  Commission  on  Physical  Sciences,  Mathematics,  and  Resources,  1986-88 

•  Board  of  Directors,  Oak  Ridge  Associated  Universities,  1971-76 

•  Board  of  Directors  of  the  National  Institute  for  Petroleum  and  Energy  Research  (Barllesvillc,  OK) 

•  National  Bureau  of  Standards  Panel  for  Materials  Science,  1980-86 

•  Advisory  Panels,  NSF  Chemistry  Section,  1972-76;  NIH  Committee  on  Medicinal  Chemistry,  1972-76; 
GETice  of  Air  Force  Research,  1974-78;  Chemistry  Division  of  Brookhaven  and  Oak  Ridge  National 
Laboratories,  1973-83;  Mayor  Byrne's  Chicago  Task  Force  on  High  Technology  Development 

•  PACE  Review  Panel,  Universities  Space  Research  Association 

•  Advisory  Panel,  Chemical  Technology  Division  of  ORNL 

•  Advisory  Panel,  Catalysis  Program,  Lawrence-Berkeley  Laboratory 

•  Past  External  Advisory  Committee,  College  of  En^eering  at  Louisiana  State  University  and  Review 
Committees  for  Chemistry  Department  Graduate  Programs  at  University  of  Texas-Austin,  University 
of  Texas-Dallas,  University  of  California-San  Diego,  and  Harvard  University 

MEMBERSHIPS  IN  STATE  AND  COMMUNITY  ORGANIZATIONS: 

•  National  Advisory  Board  for  the  Slate  of  Arkansas 

•  Zonta  International,  1965-present,  Chairman,  Amelia  Earhart  Awards  Committee,  1978-88.  Member 
of  the  International  Board  1988-90.  President  of  Zonta  International  Foundation  1987-93. 

•  Chicago  Network,  1983-prcsent 

PUBLISHED  WORKS: 

•  Approximately  100  articles  in  refereed  technical  journals 

•  Several  publications  on  science  policy  and  research  management  strategy 

•  One  book;  Inteerated  Laboratory  Sequence:   Volume  m  -  Separations  and  Analysis.  Barnes  and 
Noble,  Int,  New  York,  NY,  1970 


HONORS: 


Albert  Fox  Demers  Medal  Award,  Rensselaer  Polytechnic  Institute,  1992 

National  Science  Foundation  Distinguished  Public  Service  Award,  1992 

American  Association  for  the  Advancement  of  Science  Award,  1992 

American  Association  of  Stale  Colleges  and  Universities  Distinguished  Alumnus  Award,  1991 

ASM  International  (The  Materials  Information  Society)  Distinguished  Life  Membership  Award,  1991 

Industrial  Research  Institute  Medalist  Award,  1991 

Charles  Lathrop  Parsons  Award,  American  Chemical  Society,  1991 

The  Tau  Beta  Pi  Association,  South  Carolina  Gamma  Chapter  Member,  1990 

Dehner  S.  Fahrney  Medal,  Franklin  Institute,  1988 

Elected  Member,  National  Academy  of  Engineering,  1987 

Elected  Fellow,  American  Association  for  the  Advancement  of  Science,  1986 

Gold  Medal,  American  Institute  of  Chemists,  1983 

Scientist  of  the  Year,  Industrial  Research  &  Development  Magazine,  1982 

Garvan  Medal,  American  Chemical  Society,  1973 

Florida  Award,  Florida  Section,  American  Chemical  Society,  1979 

Herty  Medal,  Georgia  Section,  American  Chemical  Society,  1975 

American  Institute  of  Chemists  Honor  Scroll,  Louisiana  Chapter,  1974 

Distinguished  Alumnae  Citation,  University  of  Arkansas,  1973 

Agnes  Faye  Morgan  Research  Award,  1969 

Honorary  Doctorates:   University  of  Arkansas,  1979;  University  of  Illinois-Chicago,  1983,  Clarkson 

University,  1984;  Eastern  Michigan  University,  1986;  Duke  University,  1987;  St.  Mary's  College,  1987, 

Kenyon  College,  1988,  Lehigh  University,  1989,  New  Jersey  Institute  of  Technology,  1989; 
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Northeastern  Illinois  University,  1989;  Stevens  Institute  of  Technology,  1989;  University  of  South 

Carolina,  1989,  Manhattan  College,  1992;  College  of  William  and  Mary,  1992;  Polytechnic  University, 

1992;  SUte  University  of  New  York  at  Binghamton,  1994 

Honorary  Law  Degree:  Newcomb  CoUege  of  Tulane  University,  1991 

Honor  Societies:  Iota  Sigma  Pi,  Phi  Beta  Kappa 

New  Jersey  Women  of  Achievement  Award,  Douglass  College  at  Rutgers  University,  1990 

American  Society  of  Mechanical  Engineers  Ralph  Coats  Roe  Medal,  November  1993 


PERSONAL  INFORMATION: 

•  Bora  in  Grapevine,  TX;  June  20,  1931 

•  Married  Bill  J.  Good.  May  19S2 

*  Two  sons:  Billy  John  and  James  Patrick 

*  Four  grandsons:  Max,  Winston,  William,  and  Walker 

8/10/93 
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Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  delighted  to 
appear  before  you  today  to  present  the  President's  budget  request 
for  the  Technology  Administration  for  fiscal  year  1995.   With  me 
are  Deputy  Under  Secretary  Gary  Bachula,  Assistant  Secretary  for 
Technology  Policy  Graham  Mitchell,  National  Institute  of 
Standards  and  Technology  Director  Arati  Prabhakar,  and  National 
Technical  Information  Service  Director  Donald  Johnson. 

I  take  great  pride  in  this  team.   I  believe  the  Subcommittee  will 
agree  with  me  that  I  have  been  blessed  with  excellent  leadership 
in  the  Technology  Administration.   This  team  is  fully  prepared  to 
manage  the  civilian  technology  program  outlined  in  the 
President's  budget  request.   I  would  like  to  give  you  an  overview 
of  that  request  with  some  specifics  pertaining  to  the  Office  of 
the  Under  Secretary,  the  Office  of  Technology  Policy,  and  NTIS. 
Dr.  Prabhakar  will  present  the  details  for  the  largest  portion  of 
our  request,  that  of  the  National  Institute  of  Standards  and 
Technology. 

For  FY  1995,  the  Clinton  Administration  is  requesting  $964.3 
million  for  all  of  TA's  programs,  an  increase  of  about  $438.4 
million  over  the  $526  million  appropriated  in  FY  94.   The  request 
amounts  to  only  about  1.3%  of  the  $73  billion  budgeted  for 
federal  R&D  and  related  facilities. 

This  represents  a  continuation  of  the  Clinton  Administration's 
ongoing  efforts  to  achieve  parity  between  the  Government's 
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military  and  civilian  R&D  investments,  to  increase  investment  in 
applied  and  developmental  research  while  also  maintaining  our 
commitment  to  basic  research,  and  to  channel  investment  into 
those  programs  that  have  proven  their  worth  and  that  have 
demonstrated  their  ability  to  contribute  to  the  nation's 
technological  well-being.   It  will  help  the  Technology 
Administration  assess  the  many  factors  that  can  affect  the 
climate  for  innovation  and  commercialization  that  go  beyond 
technical  issues,  such  as  tax,  antitrust,  and  patent  policies, 
management  practices,  and  others. 

The  budget  request  reflects  certain  specific  lessons  that  the 
nation  has  learned  over  the  past  twenty  years. 

First,  there  can  no  longer  be  debate  over  the  importance  of 
technology  to  our  nation's  economy.   As  the  President  noted  in 
the  Economic  Report  submitted  to  Congress  last  month,  advances  in 
technical  know-how  have  accounted  for  more  than  25%  of  America's 
economic  growth  since  the  end  of  World  War  II. 

Second,  the  investments  most  important  to  the  economy  and 
deserving  of  public  support  are  those  that  generate  spillover 
benefits  for  interconnected  sectors  and  that  will  drive  the  next 
generation  of  R&D.   A  nation  such  as  ours  with  a  rich  science  and 
technology  base  should  seek  to  remain  strong  in  as  many  of  the 
cross-cutting  technologies  of  the  future  as  resources  permit. 
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Prudent  asset  managers,  such  as  mutual  fund  managers,  will 
typically  diversify  their  investments  to  spread  risk.   That  is 
exactly  the  way  we  should  manage  our  national  technology 
portfolio. 

Third,  these  investments  won't  just  happen  by  themselves. 
Advanced  technologies  today  increasingly  involve  interconnected 
disciplines,  require  managers  and  workers  to  think  creatively, 
entail  massive  investment,  and  can  impact  many  different 
industries.  The  potential  benefits  to  the  economy  can  far  exceed 
what  a  single  innovator,  firm,  or  even  industry  can  hope  to 
recover.   To  obtain  these  broad  benefits,  we  must  strive  to 
develop  many  different  industrial  applications  of  a  given 
technology,  much  as  the  Japanese  have  sought  to  do  through  their 
keiretsu  system. 

Fourth,  notwithstanding  the  need  for  public  support,  throwing 
federal  dollars  at  technology  problems  won't  solve  them.    What 
is  needed  is  a  way  of  ensuring  that  government's  investments  mesh 
with,  and  leverage,  industry's  own  R&D  agenda  and  are  closely 
coordinated  with  industry's  own  investment  patterns. 

Fifth,  investments  in  advanced  technologies  must  be  complemented 
by  investments  in  production,  or  manufacturing,  technology. 
Everybody  instinctively  understands  the  importance  of  being  able 
to  turn  out  quality  products  quickly  and  efficiently  and,  what's 
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more,  of  customizing  them  to  take  advantage  of  niche  markets. 
But  that  is  literally  just  the  tip  of  the  iceberg.   What  is  often 
unappreciated  is  the  relationship  between  manufacturing  and 
innovation  and  the  diffusion  of  new  technology. 

A  competitor  who  wants  to  improve  its  product  but  can  only  do  so 
by  shutting  down  the  production  line  and  retooling  can  never  win 
against  a  rival  who,  by  taking  advantage  of  modern  manufacturing 
methods  and  practices,  can  innovate  by  making  constant, 
incremental  improvements,  all  the  while  keeping  the  production 
lines  fully  operational.   Old-fashioned  competitors  will  be 
resisting  change  and  will  be  performing  cost-benefit  studies 
while  their  more  nimble  rivals  will  be  introducing  newer, 
constantly  improved  products. 

And  sixth,  in  this  global  village  we  all  inhabit,  in  this  world 
of  accelerated  technological  advancement  that  puts  a  premium  on 
getting  to  the  market  first,  there  is  no  commodity  more  precious 
than  timely  information  about  technological  developments,  new 
management  practices,  market  opportunities,  your  strength 
relative  to  that  of  your  competitors,  and  similar  factors  that 
can  make  the  difference  between  success  and  failure. 

The  President's  budget  reflects  each  and  every  one  of  these 
realities. 
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For  my  own  office  and  that  of  the  Assistant  Secretary  for 
Technology  Policy,  the  Administration  is  requesting  $11.3 
million.   The  President  believes  that  the  Technology 
Administration  can  become  a  forceful  and  dynamic  agent  for 
designing  and  implementing,  in  partnership  with  industry,  the 
vital  manufacturing  and  technology  strategies  needed  to  thrive  in 
an  increasingly  competitive  world  economy.   That's  a  vision  I 
share  and  why  I  feel  privileged  to  have  been  asked  to  serve  as 
Under  Secretary  at  this  time.   However,  I  can't  do  the  job 
without  reasonable  resources. 

The  increased  funding  will  enable  us  to  begin  the  first  of  what  I 
hope  will  become  an  annual  assessment  of  the  health  of  the  U.S. 
manufacturing  base.   Federal  policymakers  and  industry  itself 
must  have  a  clear  sense  of  the  comparative  strength  of  the 
manufacturing  sector  and  the  extent  to  which  it  is  or  is  not 
adopting  modern  manufacturing  practices. 

To  make  this  point  as  clear  as  I  know  how,  we  often  hear  people 
applaud  U.S.  success  in  developing  digital  HDTV  who  do  not  really 
appreciate  that  producing  such  TVs  in  the  United  States  will 
require  mass  production  skills  that  produce  a  quality,  cost- 
effective  product.   Manufacturing  weakness  was  a  major 
contributor  to  our  loss  of  the  consumer  electronics  industry.   I 
think  the  U.S.  ought  to  be  the  prime  beneficiary  of  its  own 
ingenuity,  but  without  first  rate  manufacturing  practices,  that 
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cannot  be  guaranteed. 

And  that's  not  the  only  instance  where  relative  evaluations  are 
called  for.   The  increased  funding  will  also  permit  us  to  begin  a 
series  of  industry  outreach  activities  aimed  at  developing 
benchmarks  for  assessing  the  performance  of  several  strategic 
industries  and  sectors.   National  titles  mean  nothing  when  you 
are  competing  in  the  Olympics  -  we  have  to  know  how  we  stack  up 
against  the  best  the  world  has  to  offer. 

In  a  related  initiative,  the  Technology  Administration  will 
develop  plans  for  encouraging  firms  in  strategic  industries  to 
come  together  to  set  goals,  to  identify  barriers  that  impede  the 
achievement  of  those  goals,  and  to  tell  federal  policymakers  how 
we  can  help.   Our  program  should  reflect  these  insights  from  our 
industrial  partners  and  the  development  of  success  measurements 
and  assessments  must  include  appropriate  industry-verified 
success  standards. 

The  increased  funding  will  also  support  me  directly  in  my  role  as 
chair  of  the  committee  coordinating  federal  participation  in  the 
Partnership  for  a  New  Generation  of  Vehicles  initiative,  as  chair 
of  the  new  Civilian  Industrial  Technology  Committee  of  the 
National  Science  and  Technology  Council,  and  as  a  principal 
coordinator  of  the  Department  of  Commerce's  Advanced  Civilian 
Technology  Strategy.   That  Strategy  outlines  Secretary  Brown's 
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comprehensive  vision  for  bringing  the  full  resources  of  the 
Department  to  bear  in  support  of  job  creation  and  economic 
growth. 

And  lastly,  that  increase  will  permit  the  Office  of  Technology 
Policy  to  expand  its  activities  aimed  at  improving  access  by  U.S. 
industry  to  the  best  foreign  science  and  technology.   The 
increase  will  permit  us  to  expand  the  successful  U.S. -Japan 
Technology  Fellowship  Program,  increase  the  quantity  and  quality 
of  Japanese  technical  information  available  here  and  begin 
planning  similar  programs  for  the  Pacific  Rim  and  European  Union, 
serve  as  secretariat  to  the  new  U.S. -Israel  S&T  Commission,  and 
help  ensure  that  U.S.  interests  are  fully  protected  in  all 
multinational  and  bilateral  science  and  technology  negotiations. 

Improving  access  to  science  and  technology  brings  me  to  another 
major  component  of  the  TA  budget:  an  $18  million  dollar  request 
to  support  three  initiatives  developed  by  the  National  Technical 
Information  Service  that  are  aimed  at  expediting  the  transition 
to  full  electronic  dissemination  of  scientific,  technical  and 
other  government  information  to  all  users. 

In  1992  Congress  made  three  major  interrelated  changes  to  NTIS' 
charter.   It  told  us  to  begin  plans  for  developing  an  online 
locator  system  to  provide  effective  and  comprehensive  access  to 
Government  information.   It  also  told  federal  agencies  to  make 
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it  made  the  production  and  dissemination  of  information  products 
in  electronic  format  a  specific  subset  of  NTIS'  broader  statutory 
mandate  to  implement  new  methods  or  media  for  disseminating 
information. 

As  a  result  we  have  established  an  electronic  marketplace  known 
as  FedWorld  through  which  the  private  sector  can  locate  and  order 
federal  information.   We  estimate  that  it  will  serve  900,000 
callers  this  year  who  will  download  600,000  files.  Given  the 
short  time  that  this  system  has  been  operational,  we  feel  this 
will  be  a  remarkable  achievement.   However,  we  are  unable  to  grow 
the  system  on  earned  revenues  fast  enough  to  meet  the  demand.   We 
also  have  in  place  final  regulations  that  should  greatly  expand 
NTIS'  inventory  and  its  ability  to  get  current  information  out  to 
consumers.   However,  not  all  of  that  information  comes  to  us  in 
electronic  or  other  formats  that  our  customers  need  or  can  use. 

Accordingly,  the  Administration  is  requesting  a  one-time  capital 
investment  of  $6  million  to  allow  us  to  gain  additional  capacity 
and  other  enhancements  that  will  permit  FedWorld  to  serve  the 
tens  of  thousands  of  daily  callers  that  a  fully  operational 
system  ought  to  be  able  to  handle.   We  are  also  requesting  $6 
million  to  enable  NTIS  to  convert  information  from  whatever  form 
it  is  received  into  electronic  or  other  format  desired  by 
individual  consumers.  We  also  need  to  provide  support  to  other 
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federal  agencies,  especially  those  in  the  Department  of  Commerce, 
seeking  to  create  electronic  information  products.   And  last,  but 
perhaps  most  important,  we  are  requesting  $6  million  for  grants 
to  be  awarded  through  a  competitive  process  to  federal  depository 
libraries  nationwide  to  build  their  capability  to  access  federal 
information  in  electronic  form. 

NTIS  operates  as  a  business  and  has  already  reinvested  a  portion 
of  its  own  revenue  stream  to  develop  the  basis  for  the 
capabilities  proposed  here.   It  simply  cannot  generate  revenue 
fast  enough  to  bring  about  a  government-wide  transition  to 
electronic  communication  at  the  rapid  rate  that  our  customers 
demand.   Like  any  business,  we  need  investment  capital  to  make 
this  happen  in  a  timely  fashion.   I  want  to  emphasize  that  this 
is  indeed  an  investment  in  the  future  and  that  the  requested 
funds  are  not  a  means  of  supplementing  regular  operations. 

The  biggest  portion  of  the  budget  by  far  is  the  $935  million  the 
President  is  requesting  for  the  National  Institute  of  Standards 
and  Technology,  an  increase  of  almost  $415  million.   Dr. 
Prabhakar  will  give  you  the  details  of  this  request.   Let  me  just 
point  out  that  NIST  has  developed  proven  approaches  for  working 
with  industry,  has  a  comprehensive  10-year  plan  in  place  for  the 
construction  and  renovation  of  its  plant,  has  thoroughly  planned 
for  the  revitalization  of  its  in-house  laboratory  programs,  and 
has  developed  and  refined  the  important  extramural  programs  that 
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account  for  about  two-thirds  of  the  increase.   As  a  result,  it 
has  the  management  and  evaluation  systems  in  place  that  will 
enable  it  to  scale  up  its  programs  or  otherwise  expend  these 
funds  with  minimal  bureaucratic  overhead  and  without  jeopardizing 
the  high  quality  of  its  activities. 

In  conclusion,  Mr.  Chairman,  this  budget  request  demonstrates 
President  Clinton's  and  Secretary  Brown's  confidence  in  the 
Technology  Administration  to  improve  Government's  ability  to 
assist  industry  in  technology  development  and  commercialization 
and  in  obtaining  access  to  vital  scientific  and  technical 
information  from  federal  and  foreign  sources. 

We  are  committed  to  making  these  programs  the  standard  by  which 
successful  Federal  technology  activities  are  measured.   Our  goal 
is  to  provide  the  innovation,  creativity,  performance  and 
leadership  necessary  for  the  creation  of  a  civilian  technology 
infrastructure  that  will  allow  us  to  win  the  global  economic 
competition  as  successfully  as  we  won  the  Cold  War.   This 
environment  is  critical  to  our  development  of  new  industries, 
maintenance  of  market  share,  and  expanded  exports  that  translate 
into  jobs  and  an  improved  standard  of  living. 

Thank  you  for  this  opportunity  to  discuss  our  budget  and  our 
goals  for  1995.   After  Dr.  Prabhakar's  testimony  I  will  be  happy 
to  answer  any  of  your  questions. 

10 
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NIST  Budget  Overview 

Dr.  Prabhakar.  Thank  you,  Mr.  Chairman. 

I  think  you  are  aware  that  the  President's  budget  request  for 
NIST  this  year  is  $935  million,  an  increase  of  $415  million  and  we 
recognize  that,  in  an  extremely  difficult  budget  environment,  this 
is  a  significant  increase  for  NIST. 

It  reflects  the  high  priority  that  the  President  and  the  Secretary 
of  Commerce  have  placed  on  the  programs  that  we  are  doing.  I 
think  it  also  reflects  the  strong  commitment  we  have  found  among 
industry  leaders  for  this  part  of  our  overall  economic  strategy,  and 
it  builds,  on  issues  that  really  were  started  by  the  Congress  and 
the  support  that  your  subcommittee,  in  particular,  showed  last 
year  when  we  started  to  ramp  up  these  programs.  We  wouldn't  be 
at  this  point  if  we  hadn't  gotten  that  kind  of  support  in  the  past. 
We  greatly  appreciate  that. 

Given  the  challenge  of  trying  to  meet  the  scale-up  in  the  period 
of  time  that  we  have  here,  I  would  like  to  just  touch  on  two  of  the 
critical  issues  today.  One  is  where  we  fit  into  the  context  of  overall 
Federal  R&D.  Our  increase  is  substantial  in  a  percentage  sense, 
but  we  are  still  a  very  tiny  fraction  of  overall  Federal  R&D,  so  I 
would  like  to  make  that  clear. 

Then,  I  would  like  to  tell  you  what  we  are  doing  at  NIST  and 
why  we  think  we  are  prepared,  what  our  management  strategies 
are  and  why  we  think  we  can  in  fact,  make  these  programs  effec- 
tive in  this  period  of  time. 

RESEARCH  AND  DEVELOPMENT 

This  budget  request  of  $935  million  is  1.3  percent  of  the  total 
Federal  R&D  budget,  which  is  close  to  $70  billion.  It  is  important 
to  remember  that  in  this  country,  close  to  half  the  dollars  for  re- 
search £ind  development  have  traditionally  come  from  the  Federal 
government.  So  we  have  been  a  major  player  for  a  long  time.  That 
in  itself  is  not  new. 

Of  course,  what  shaped  our  priorities  for  Federal  R&D  for  many, 
many  years  since  the  end  of  the  Second  World  War  was  first  our 
focus  on  the  Cold  War  and  the  national  security  prerogative,  and 
then  secondly,  the  need  to  fund  basic  science. 

Today  we  are  beginning  to  address  a  new  priority  that  has 
emerged — the  need  to  focus  on  economic  competitiveness.  That  is 
what  NIST  is  all  about. 

But  before  we  start  talking  about  this  new  challenge,  I  find  it 
quite  instructive  to  see  what  came  out  of  40  or  50  years  of  sus- 
tained investment  for  national  security  and  for  basic  science.  In 
fact,  I  am  very  heartened  when  I  look  back  over  that  period  of 
time,  because  I  think  technology  in  fact  contributed  to  the  end  of 
the  Cold  War;  I  think  the  reason  we  have  the  best  science  base  in 
the  world  is  because  of  that  sustained  and  thoughtful  Federal  fund- 
ing. 

So  while  our  new  job  is  quite  different,  I  think  we  have  some 
proof  that  the  Federal  government  can  make  investments  through 
R&D  that  have  true  impact  for  our  society. 

So  what  is  this  new  job  all  about?  Well,  first  of  all,  NIST  is  really 
only  one  piece  of  an  overall  strategy  in  the  shift  that  is  going  on. 
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Many  of  our  colleagues  in  other  parts  of  the  government,  in  the  na- 
tional laboratories,  and  in  other  agencies  in  the  research  part  of 
the  funding  are  also  thinking  now  about  the  economic  objectives. 

CIVILIAN  TECHNOLOGY 

The  unique  aspect  of  NIST  investment  is  that  we  are  the  direct 
investment  in  civilian  technology,  working  in  partnership  with  in- 
dustry, focusing  on  economic  competitiveness.  And  again,  while  the 
ramp  up  in  our  programs  is  very  aggressive,  the  President's  plan 
to  get  to  about  2  percent  funding  for  NIST,  2  percent  of  that  total 
Federal  R&D  funding  by  1997,  is  an  appropriate  level  for  this  kind 
of  direct  investment  in  civilian  technology. 

Let  me  try  to  talk  for  a  moment  about  how  we  at  NIST  are  devel- 
oping our  management  strategy  to  deliver  value  and  minimize  bu- 
reaucracy and  overhead. 

I  think  the  first  key  point  is  that  what  we  are  doing  at  NIST  is 
really  building  on  proven  approaches.  It  is  not  starting  from 
scratch.  With  this  Administration  coming  in,  there  is  really  a  long 
history  there  that  we  are  building  on. 

We  recently  compiled  a  collection  of  stories,  a  group  of  one-page 
descriptions  of  NIST  industrial  impacts  to  describe  how  we  have 
worked  with  various  companies,  the  specific  ways  in  which  we  have 
interacted,  how  we  have  been  able  to  deliver  value  to  these  compa- 
nies, and  Mr.  Chairman,  I  would  like  to  offer  this  for  the  record, 
if  I  might. 

Mr.  Smith.  Sure. 

[The  information  follows:] 
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Company: 

SDL  Inc. 

San  Jose,  California 

business: 

Producer  of  high-power 
semiconductor  lasers  and 
fiber  optic  components 

Number  of  Employees: 

180 

Company: 

Xerox  Corporation 

Palo  Alto  Research  Center 

Palo  Alto,  California 

Business: 

Manufacturer  of  document 
processing  technologies 

Number  of  Employees: 

300 


The  National  Inotltut*  of 
Standarde  and  Technology  Is 
an  agency  of  the  U.S.  Oepartment 
of  Commerce's  Technology 
Administration.  NIST  promotes 
U.S.  economic  growth  by  working 
with  Industry  to  develop  and  apply 
technology,  measurements, 
and  standarala 

February  1994 


There  are  few  substitutes  for  an 
annual  infusion  of,  say,  $1,400,000 
for  5  years  to  ratchet  up  the  research 
and  development  throttle.  That  is 
what  happened  to  SDL  Inc.  and  the 
Xerox  Corp.  beginning  in  September 
1992,  when  their  joint  proposal  to  the 
Advanced  Technology  Program  (ATP) 
for  work  on  visible  diode  lasers  and 
optical  fiber  components  met  with 
approval  from  a  review  panel  at  NIST, 
which  runs  the  program  for  the 
Department  of  Commerce. 

In  less  than  2  years  since  the  ATP 
award,  which  is  designed  to  support 
development  of  high-risk 
technologies  that  might  enhance  and 
spavm  many  other  technologies,  SDL 
has  had  three  unexpectedly  near-term 
spin-offs — new  semiconductor-based 
laser  products  with  wide-ranging 
applications  that  are  now  on  the 
market,  says  Donald  R.  Scifres,  SDL's 
president  and  CEO.  The  three 
products  are  laser  diodes  that  emit  red 
light  directly  at  various  powers 
without  requiring  a  second  laser  for 
excitation,  which  is  usually  needed 
for  high-power  lasere.  The  company 
also  is  pushing  forward  to  develop 
laser  systems  that  can  emit  green  and 
blue  light,  a  much  tougher  technical 
challenge  that  is  expected  to  open 
many  more  technological  doors. 

In  the  nearer  term,  applications  for 
the  red-laser  products  could  range 
from  surgery  and  an  emerging 
light-based  tumor  treatment  called 
photodynamic  therapy  to  new 
laser-based  cutting  tools  for 
manufacturers  to  high-speed  color 
printing.  It  is  that  last  possibility  that 
provided  the  original  impetus  for  SDL 
to  join  with  Xerox  Corp.  and  give  the 
ATP  a  shot,  and  why  green  and  blue 


lasers  remain  at  the  top  of  the  to-do 
list  "We  want  to  eventually  use  these 
types  of  lasers  in  high-speed  color 
printing  operations,"  says  Neville 
Connell,  director  of  the  electronic 
materials  lab  at  Xerox's  Palo  Alto 
Research  Center. 

The  semiconductor  laser  market  is  as 
competitive  as  it  gets.  "If  you  don't 
accelerate  your  development,  you  fall 
behind  your  competition,"  Scifres 
says.  The  competition  is  getting  stiffer 
now  as  high-technology  firms  around 
the  world  race  for  some  of  the  newest 
trophies  in  the  arena  of  optical 
components — those  green  and  blue 
lasers.  Together  with  the  more  m.ature 
technology  of  red  lasers,  these  open 
up  paths  to  higher  capacity 
communications  systems,  new  color 

In  less  than 

2  years  since  the 

ATP  award.  6[?L 

has  had  three 

unexpectedly 

near-term 

spin-offs. 

displays,  medical  tools,  and  many 
other  products. 

The  ATP  awards  are  supposed  to 
smooth  the  path  from  laboratory  to 
marketplace  and  to  post  higher  speed 
limits  along  the  way.  The  program  is 
designed  so  companies  can  leverage 
their  own  investment  and 
commitment  to  higher  risk,  higher 
payoff  technologies  with  partial 
support  from  the  government.  In  the 
case  of  SDL  and  Xerox,  the  ATP  ideal 
seems  to  be  working.  Says  Connell; 
"We  now  can  get  where  we  want  to  go 
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twice  as  quickly."  Secondly,  he  adds, 
the  ATP  competition  "provided 
impetus  to  fomi  an  alliance  with  SDL 
and  Stanford  University,"  which  is 
also  contributing  to  the  research 
effort.  Scifres  also  credits  the  ATP 
award  with  strengthening  his 
company's  competitive  position.  "We 
were  in  catch-up  mode  and  I  think  we 
have  caught  up  and  surpassed  Europe 
and  Japan,"  he  says. 

Scifres  admits  that  his  company 
probably  would  have  developed  one  of 
the  recently  commercialized  lasers 
without  the  ATP  award. 


As  for  the  other 

two  products, 

"they  might  never 

have  happened 

without  the 

ATP  award." 

Progress,  however,  would  likely  have 
been  sluggish  at  best.  As  the  funding 
started  coming  through,  SDL  hired 
four  new  people  to  their  staff  of  180, 
and  as  orders  for  the  spin-off  products 
came  in,  they  hired  even  more  for 
their  production  lines.  As  for  the  other 
two  products,  he  says  "they  might 
never  have  happened  without  the  ATP 
award." 


Moreover,  the  three  products  are  pure 
bonus  for  SDL  since  high-power  lasers 
for  printing  are  in  the  bull's-eye  for 
the  SDL/Xerox  alliance.  No 
complaints  on  this  score,  especially 
because  the  spin-offs  keep  spinning. 
In  a  letter  last  December  to  NIST 
Director  Arati  Prabhakar,  Scifres 
noted  that  another  company  was 
considering  one  of  these  spin-off 
lasers  for  its  own  products.  No  final 
word  on  that  yet,  but  if  an  order  is 
placed,  Scifres  noted  in  the  letter,  "it 
would  represent  SDL's  highest  volume 
order." 
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Company. 

X-Ray  Optical  Systems  Inc. 
Albany,  New  York 

Business: 

Start-up  company  specializing  in 
lenses  that  focus  X-rays  and  neutrons 
into  beams  for  use  in  research, 
medical  imaging  and  treatment,  and 
manufacturing. 

Number  of  Employees: 


The  National  \netitute  of 
Standards  and  Technology  Is 
an  agency  of  the  U.S.  Department 
of  Commerce's  Technology 
Administration.  NIST  promotes 
U.S.  economic  growth  by  working 
with  Industry  to  develop  and  apply 
technology,  measurements, 
and  standardei 

February  1994 


If  Lilliputians  in  the  high-technology 
arena  think  big  enough,  they  can  get 
a  shot  at  the  big  time.  Just  ask  David 
Gibson,  president  of  X-Ray  Optical 
Systems  Inc.,  and  one  of  eight 
employees  at  the  3-year-cild  start-up 
in  Albany,  N.Y.  The  company  is  not 
out  of  the  woods  yet,  Gibson  says,  but 
the  path  ahead  looks  downright 
inviting,  in  large  part  because  of  new 
types  of  collaborations  with  the 
federal  research  infrastructure. 

The  prime  movers  of  the  company 
are  two  physicists — David  Gibson's 
father,  Walter  Gibson  of  the  State 
University  of  New  York  at  Albany,  and 
Muradin  Kumakhov  of  the  I.V. 
Kurchatov  Institute  of  Atomic  Energy 
in  Moscow.  They  had  known  each 
other  for  decades  as  professional  peers 
and  collaborators.  Kumakhov  and 
colleagues  in  Russia  had  been  finding 
that  arrays  of  tiny  glass  capillaries, 
when  carefully  bundled,  seemed 
capable  of  focusing  X-rays  and 
neutrons. 

Most  scientists  had  long  assumed 
that  the  ability  to  focus  these  types  of 
radiation  was  a  great  idea  that  the 
Muse  of  Physics  would  make  both 
irresistible  and  unreachable.  That 
ability  could  mean  everything  from 
uniquely  fine  probes  into  the 
structure  of  matter  to  more  powerful 
medical  treatments  to  the  means 
for  making  next-generation 
microprocessors.  But  lens  materials 
mostly  absorb,  rather  than  transmit 
these  types  of  radiation,  and  can 
hardly  bend  whatever  radiation  does 
get  through. 

Kumakhov  made  an  end  run  around 
this  seeming  impasse  By  making  tiny 
glass  capillaries  with  smooth  interiors 


that  bend  gradually,  X-rays  and 
neutrons  entering  them  would 
repeatedly  graze  off  the  walls  like  a 
stone  skipping  on  water.  When 
bundled,  such  tubes  could  take  a 
diverging  weakening  beam  of  X-rays 
or  neutrons  emanating  from  a 
radiation  source  and  redirect  them 
into  parallel  beams  or  onto  small 
intense  spots. 

Gibson  senior  and  Kumakhov  were 
themselves  convinced  that  the  lenses 
had  astounding  scientific  and 
technological  potential.  Kumakhov 
and  Russian  colleagues  had  done 
some  experiments  with  prototype 
lenses  that  supported  the  concept.  To 
go  farther  at  more  than  a  snail's  pace, 
though,  they  had  to  convince  other 
scientists  in  the  United  States  that 


That  ability  could 

mean  anything  and 

everything  from 

unlc^uely  fine 

probes  into  the 
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they  were  onto  something,  and  they 
had  to  find  financial  support  for 
development. 

To  build  an  organization,  they 
recruited  David  Gibson,  an  MIT 
educated  mechanical  engineer  and 
business  manager.  He  knew  that 
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nothing  would  happen  unless 
external  backing  could  be  gotten  and 
that  the  technology  was  too  green  to 
attract  venture  capital.  So  in  the 
summer  of  1990  when  X-Ray  Optical 
Sj"stems  (XOS)  was  being 
incorporated,  he  came  across  an 
article  that  mentioned  the  then 
fledgling  Advanced  Technology 
Program,  administered  by  NIST.  He 
read  carefully.  "My  gut  told  me  that 
this  was  a  program  designed  for  us," 
he  recalls.  "The  Kumakhov  lens  was  a 
high-risk  nascent  technology  whose 
commercial  payoff  seemed  very 
promising  but  that  needed  further 
development,  just  the  kind  of  thing 
the  ATP  was  created  to  support." 

In  1991,  they  received  word  that  their 
subsequent  application  for  an  ATP 
award  had  failed.  Gibson  sunnises 
that  the  verdict  followed  naturally 
since  the  company  did  not  yet  have  an 
infrastmcture  and  its  business  strategy 
was  incomplete.  But  the  ATP 
experience  had  primed  him  to  other 
possibilities  in  the  government.  The 
same  year,  XOS  applied  for  and  won 
two  of  the  Department  of  Energy's 
Small  Business  Innovative  Research 
grants.  The  momentum  has  only 
been  building  since. 

A  crucial  part  of  that  motion  began 
also  in  early  1991  when  the 
three-man  company  went  on  a 
15-stop,  cross-country  dog-and-pony 
show  to  government  labs  equipped 
with  accelerators,  industrial  users  of 
X-rays,  and  academicians.  Though 
they  fielded  some  flak  for  their 
marketing  bravado,  they  also  turned 
some  heads,  including  ones  at  NIST. 


The  series  of 

government  grants 

and  collaborations 

have  provided  XOS 

with  access  to 

ea\u'\pment  and 
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One  payoff  came  through  in 
December  1991.  when  XOS  signed 
a  Cooperative  Research  and 
Development  Agreement  (CRADA) 
with  NIST.  The  goal  of  the  CRADA  is 
to  develop  neutron  lenses  that  could 
help  NIST  in  its  mission  of  providing 
ever  more  accurate  measurement 
capabilities  for  industry  while  helping 
XOS  in  its  commercialization 
mission.  A  few  months  later,  the 
company  learned  that  its  second  try 
for  an  ATP  had  met  with  success  and 
would  receive  $1,900,000  from  the 
government  in  its  part  of  a 
cost-sharing  R&D  agreement,  in 
which  XOS  would  have  to  come  up 
with  $350,000  for  indirect  costs.  In 
June,  just  as  the  ATP  money  started 
coming  in,  the  company  began 
working  with  NIST  researchers  on 
another  project  to  develop  lenses  that 
could  form  parallel  beams  of  X-rays. 
In  September  of  1993,  XOS  began 
work  on  another  collaboration  with 
NIST  in  which  it  would  provide  lenses 
to  NIST  researchere  for  real  world 
microanalysis  of  samples.  In 
exchange,  XOS  would  leam  about 
what  was  necessary  for  the  optics  to  be 
successful  in  that  use. 


In  December  1993,  as  a  result  of 
progress  made  during  the  CRADA. 
XOS  shipped  its  first  commercial  lens 
to  a  very  familiar  customer,  scientists 
at  NIST's  research  reactor.  It  has 
exceeded  expectations  in  preliminary 
tests,  notes  NIST  research  chemist 
Gregory  Downing,  who  expects  the 
lens  to  dramatically  enhance  NIST's 
analysis  abilities  and  services  as  well 
as  its  collaborative  efforts  with  other 
U.S.  companies  including  Intel, 
CIDTEC,  Westinghouse,  Texas 
Instruments,  and  a  consortium  of 
companies  developing  synthetic 
diamond  products. 

The  series  of  government  grants  and 
collaborations  have  provided  XOS 
with  access  to  equipment  and  experts 
tailor  made  to  assess,  develop,  and 
validate  the  new  technology,  David 
Gibson  says.  "It  has  allowed  us  to 
develop  applications  that  we  would 
otherwise  not  have  addressed,"  he 
adds.  The  ATP  award  and  NIST 
technical  capabilities  also  enabled 
XOS  to  act  like  a  bigger  company  with 
more  resources  and  personnel  wthout 
actually  having  to  invest  in  these 
before  the  technical  risks  were 
overcome.  That  hurdle  trips  up  many 
start  ups.  The  ATP  award  had  an 
important  spinoff  too.  When  news  got 
out  that  XOS  had  been  a  winner  in 
their  second  ATP  competition,  the 
company  was  finally  able  to  convince 
private  investors  that  the  risk  was 
reasonable.  The  foundations  for 
success  seem  to  be  in  place,  Gibson 
says.  XOS  may  not  be  in  Lilliput  for 
long. 
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Company: 

Thomson  Berry  Farms 
Duluth,  Minnesota 

business: 

Manufacturer  of  jams,  syrups, 
dressings,  and  vinegars 

Number  of  Employees: 

20 


the  National  lnstitut«  of 
Stantiardo  and  Technolo^  Is 
an  agency  of  the  U.S.  Department 
of  Commerce's  Technology 
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In  less  than  2  years,  the  business 
outlook  for  Thomson  Berry  Farms,  a 
Duluth,  Minn,  manufacturer  of  jams, 
syrups,  dressings,  and  vinegare,  has 
changed  from  glum  to  glowing.  A 
50-percent  increase  in  productivity 
and  an  anticipated  100-percent 
increase  in  sales  can  lead  to  that  kind 
of  transfomiation. 

And,  in  turn,  a  boom  in  business  can 
save  jobs.  To  keep  up  with  increasing 
demand,  Thomson's  management 
has  retained  ail  20  positions  in  the 
company. 

Some  of  the  credit  for  the  change  in 
fortune  goes  to  the  NIST  Upper 
Midwest  Manufacturing  Technology 
Center  (MTC),  which  linked 
Thomson  Berry  Farms  with  the 
manufacturing  expertise  it  needed 
and  then  served  as  technical  adviser 
as  the  company  revamped  its 
processing  operations. 

Thomson's  new  management,  which 
took  over  the  company  in  1992, 
recognized  market  opportunities  for 
the  company's  specialty  products,  but 
it  lacked  experience  in  automated 
manufacturing.  "My  background 
is  wholesale  and  retail  food 
distribution,"  explains  Paul  Leonidas, 
Thomson's  chairman  and  chief 
executive  officer.  "The  only  thing  I 
knew  about  jam  was  that  you  put  it 
on  your  toast  in  the  morning." 

By  hooking  up  with  a  regional 
office  of  the  Upper  Midwest  MTC, 
Thomson's  management  remedied 
this  shortcoming.  Using  the  services 
of  an  engineering  consultant  secured 
with  the  assistance  of  the  MTC,  the 
small  company  began  to  automate 


manual  processes  that  drove  up 
production  costs  and,  in  effect,  were 
forcing  Thomson  to  price  its  products 
out  of  the  market.  The  engineering 
consultant  designed  a  new  plant 
layout,  helped  the  company  draft 
equipment  specifications,  and  then 
located  sources  of  that  equipment. 

"Our  changes 

allowed  us  to  cut 

our  labor  costs 

in  half,"  without 

eliminating  any  jobs, 

explains  Leonidas. 

The  answers  to  Thomson's 
manufacturing  needs  already 
existed — in  the  fomi  of  used 
equipment.  For  an  investment  of 
$32,000,  the  company  secured 
jar-cooling  equipment,  conveyers, 
and  a  filling  machine,  all  of  which 
were  incorporated  into  the  new  plant 
layout.  The  company  estimates  that, 
within  a  year,  waste  reduction  and 
other  cost  savings  will  pay  for  the 
entire  investment. 

"Our  changes  allowed  us  to  cut 
our  labor  costs  in  half,"  without 
eliminating  any  jobs,  explains 
Leonidas.  "They  also  helped  us  go  out 
and  seek  more  business.  We  have 
almost  quadrupled  the  production 
capabilities  of  the  plant" — to  more 
than  3-5  million  units  a  year. 

"Plant  improvements,  together  with 
tighter  controls,  have  turned  our 
company — in  1  year — into  a 
profitable  enterprise,"  he  says. 
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In  the  year  since  it  was  established 
in  August  1992,  the  Upper 
Midwest  MTC,  which  is  based  in 
Minneapolis,  provided  services  to 
nearly  1,100  smaJl  and  medium-sized 
manufacturers.  Though  the  center's 
principal  customers  are  fimis  in  the 
computer,  machinery,  metal 
fabrication,  and  plastics  and 
composites  industria,  the  MTC  serves 
a  diverse  clientele  as  the  interaction 
with  Thomson  Berry  Farms  attests. 
And  like  Thomson,  the  vast  majority 
(more  than  80  percent)  of 
Minnesota's  8,700  manufacturers 
employ  fewer  than  50  people. 

"Small  businesses  like  ours  need  the 
kind  of  help  you  [MTCs]  provide," 
says  Leonidas,  "because  we  don't 
have  the  resources  of  the  larger 
companies." 
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When  the  Chrysler  Corp.  recently 
pared  its  list  of  supplier  of  tubular 
parts  by  more  than  75  percent,  one  of 
the  five  survivors  was  Prime  Tube 
Inc.,  a  Livonia,  Mich.,  manufacturer 
with  a  payroll  of  45  people.  To  Prime 
Tube  president  Frank  Firek,  the 
selection  served  as  solid  evidence  that 
several  years  of  effort  and  more  than 
$100,000  invested  in  improving  the 
company's  operations  and  its 
products  does,  indeed,  pay. 

Many  of  the  perfomiance-enhancing 
changes  undertaken  by  Prime  Tube 
were  originally  spawned  by  a  strategic 
assessment  carried  out  with  the  help 
of  a  team  of  experts  from  the  NIST 
Midwest  Manufacturing  Technology 
Center  (MTC),  based  in  nearby  Ann 
Aiiwr.  "Some  of  the  programs 
resulting  from  that  work  with  the 
MTC  are  a  strong  part  of  the  reason 
we  were  chosen"  as  a  tier-one  supplier 
by  Chrysler,  Firek  says. 

Prime  Tube  is  a  repeat  customer  of 
the  MTC,  starting  out  as  a  participant 
in  one  of  the  center's  continuous 
improvement  user  groups  and  later 
drawing  on  several  technical  services 
provided  by  the  organization.  In  the 
user  group — a  self-help  tool  for  small 
manufacturers — managers  from 
Prime  Tube  and  five  other  automotive 
suppliers  met  six  times  a  year  with  a 
facilitator  to  address  specific 
operational  issues,  share  ideas  and 
experiences,  and  track  each  others' 
progress  on  specific  continuous 
improvement  projects.  One  benefit  of 
the  interactions,  according  to  Firek, 
was  that  it  enforced  a  discipline  on 
each  company's  efforts  to  improve. 


Tapping  the  MTC's  expertise.  Prime 
Tube  decided  to  undergo  a 
comprehensive  evaluation  of  its 
entire  business  and  its  current 
market  That  assessment  provided 
Firek  and  his  managers  with  a 
thorough  accounting  of  the 
company's  strengths  and 
weaknesses — in  manufacturing, 
marketing,  and  other  areas  of  the 
business — and  it  helped  to  better 
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define  the  market  for  Prime  Tube 
products.  One  aim  of  the  evaluation, 
explains  Ray  Vander  Bok  of  the 
Midwest  MTC,  is  to  help  companies 
identify  what  steps  they  must  take  to 
"align  themselves  with  their 
customers";  another  is  to  give  them  a 
clear  picture  of  how  they  stack  up 
against  their  competition. 

But  the  "real  trick,"  Vander  Bok 
explains,  "is  not  the  number  of 
recommended  actions  for 
improvement,  but  identifying  which 
ones  to  do  first — the  activities  that 
will  make  the  biggest  difference. 
Small  manufacturers  are  limited  in 
resoutrxs  and  people.  They  have  to 
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focus  on  the  areas  where  they  will  get 
the  'biggest  bang  for  the  buck.' " 

Firek  says  his  company  intends  to 
implement  all  of  the  recommended 
improvement  actions,  beginning  with 
the  ones  that  promise  the  biggest 
return  on  investment.  Actions  already 
taken — some  with  the  assistance  of 
Midwest  MTC  staff— include 
implementing  a  preventive 
maintenance  program  and  an 
automated  inspection  system, 
reconfiguring  the  plant  into  work 
cells,  and  detennining  literacy 
requirements  for  all  manufacturing 
jobs. 

These  measures  are  paying  off.  For 
example,  scrap  and  rework  has 
decreased  by  at  least  50  percent,  and 
the  company  has  reduced  its 
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inventory  by  about  30  percent.  These 
and  other  improvements  are  making 
Prime  Tube  more  competitive, 
permitting  it  to  pass  cost  savings  on  to 
customers. 

Among  automotive  supplier,  Firek 
says,  reducing  costs  without 
sacrificing  quality  has  become  an 
imperative  for  survival.  Intense 
competition  is  squeezing  profit 
margins  and  forcing  companies  like 
Prime  Tube  to  sharpen  their  focus  on 
markets  and  customere. 


Largely  because  of  a  major  customer's 
across-the-board  moves  to  cut  input 
costs.  Prime  Tube's  sales  dropped  in 
the  past  year,  Firek  says.  That  decline 
might  have  been  fatal  if  Prime  Tube 
had  not  already  been  well  into  its 
program  of  continuous  improvement 

"If  we  had  not  implemented  the 
changes  recommended  by  the  MTC," 
Firek  says,  "we  would  have  been 
forced  to  shut  our  doors."  Instead,  he 
adds,  Prime  Tube  is  becoming  a 
better,  more  efficient  company  with  a 
tighter  business  focus  and  a 
brightening  financial  picture. 
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Through  the  Southeast 
Manufacturing  Technology  Center 
(MTC),  manufacturers  of  products 
ranging  from  fishing  rods  and 
baseboard  heaters  to  parts  for  cars 
and  pressure  vessels  for  geothermal 
power  plants  are  taking  advantage  of 
computer-aided  techniques  that  can 
speed  product  design  and 
development. 

One  satisfied  customer  is  the 
engineering  department  at 
Spartanburg  Steel  Products  Inc.,  a 
South  Carolina  supplier  of  stamped 
automobile  parts  that  employs  about 
600  people.  With  a  technical  assist 
from  the  Southeast  MTC's 
Computer-Aided  Design  Laboratory, 
Spartanburg  Steel  successfully 
responded  to  a  challenge  by  one  of  its 
major  customers  and  thereby 
strengthened  their  relationship. 

Specifically,  Spartanburg  Steel 
faced  the  task  of  developing  a  lighter, 
lower-cost  altemative  to  the  metal 
brace  used  to  secure  the  dashboard 
to  the  frame  of  an  automobile  made 
by  the  customer.  The  company 
developed  a  new  design,  but,  then, 
its  engineers  hit  a  snag:  Because  of 
the  part's  complex  geometry, 
conventional,  manual  methods  of 
stress  analysis  were  not  a  practical, 
cost-effective  option  for  determining 
whether  the  design  would  satisfy 
the  load  conditions  and  other 
structural-integrity  requirements 
specified  by  the  customer. 

A  possible  solution  emerged  when 
Spartanburg  Steel  engineers  attended 
a  "CEO  breakfast"  on  predictive 
engineering  technology,  which  was 
arranged  by  the  Greenville  Technical 
College,  an  affiliate  of  the 


Columbia-based  Southeast  MTC. 
Recognizing  that  the  technology 
might  serve  its  needs,  the  company 
requested  an  in-depth  seminar  on  a 
particular  technique,  known  as  finite- 
element  analysis. 

Presented  with  the  challenge  facing 
the  company's  engineers,  senior 
specialists  from  the  Southeast 
MTC  proposed  a  computer-based 
approach  that  could  be  used  to 
conduct  the  essential  stress  and 
weight  analyses.  Using  the  center's 
coordinate  measuring  machine,  the 
specialists  measured  10,000  different 
points  on  the  surface  of  the  part 
supplied  by  Spartanburg  Steel.  The 
digital  data  were  used  to  create  a 
graphic  model,  pemiitting  reliable 
simulations  of  stress  tests  with  the 
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finite-element-analysis  technique. 
The  analysis  of  the  new  design 
revealed  the  distribution  of  stresses 
over  the  surface  of  the  part. 

The  findings  confimied  that  a  part 
based  on  the  new  design,  which 
would  reduce  the  weight  of  the  brace 
by  nearly  a  pound,  would  satisfy  the 
customer's  structural  requirements. 
Now  in  full  production,  the  part  is 
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being  used  daily  in  a  popular, 
high-volume  vehicle. 

Curtis  Rhodes,  one  of  the  Southeast 
MTC  specialists  who  worked  with 
Spartanburg  Steel,  says  that 
finite-element  analysis  is  a  valuable 
tool  for  evaluating  designs.  But,  he 
adds,  most  small  and  medium-sized 
companies  cannot  justify  investing  in 
the  technology  and  in  training  a  staff 
member  to  apply  it. 

"Companies  will  have  only  an 
occasional  need  for  finite-element 
analysis,"  Rhodes  explains.  "When 
you  need  the  technology,  it's  more 
efficient  to  go  outside  the  company 
and  acquire  this  capability  as  a 
service." 
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Rhodes  and  his  colleagues  have  a 
steady  stream  of  customers  who  are 
doing  just  that.  For  example.  Coastal 
Technologies,  of  Vamville,  S.C., 
recently  used  the  Southeast  MTC's 
service  during  the  design  phase  of  an 
ongoing  project  to  build  a  40-foot-tall 
pressure  vessel,  or  cyclone  separator, 
that  will  be  packaged  with  one  of 
Coastal's  mist  eliminators,  the 
company's  main  product.  When 
completed,  the  equipment  will  be 
supplied  to  a  Japanese  construction 
company  building  a  geothemial 
power  plant  in  Asia.  It  will  be  used  to 
remove  potentially  destructive 
particles  from  underground  steam 
that  will  drive  the  plant's  turbines. 


Harry  Wechsler,  president  of  the 
15-employee  fimi,  explains  that, 
because  of  an  unusual  feature 
specified  by  the  customer  and 
unaddressed  by  engineering  codes, 
Coastal  was  required  to  do  a 
thorough  mechanical  analysis  of 
the  design.  "We  didn't  have  the 
resources — hardware,  software,  or 
expertise — but  we  knew  the  MTC 
did,"  he  says,  noting  that  Coastal  has 
used  the  center's  services  on  several 
occasions.  "Our  relationship  with  the 
MTC  has  been  very  beneficial.  We 
make  use  of  them  whenever  we  think 
they  can  help  us." 
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Pressure  to  substitute  traditional 
materials  with  others  that  are 
cheaper,  stronger,  lighter,  or  better  by 
some  measure  than  the  originals  is  a 
fundamental  driver  of  technological 
change  and  adaptation.  The  risks  and 
rewards  are  largest  for  industries  like 
the  car  industry,  which  rely  on  vast 
amounts  of  materials. 

The  availability  of  inexpensive  steel 
early  in  this  century  made  mass 
production  of  cars  more 
technologically  and  economically 
sensible.  "It  replaced  wood  in  auto 
bodies  and  enabled  [the  car  industry] 
to  make  larger,  more  reliable,  higher 
performance  products,"  says  Cari 
Johnson,  a  product  engineer  at  Ford's 
Scientific  Research  Laboratory 
in  Dearborn,  Mich.  In  1991.  the 
automotive  industry  used  10  million 
tons  of  steel. 

The  material  virtues  of  strength, 
durability,  and  manufacturability 
that  have  made  steel  so  critical  to  car 
makers  may  no  longer  be  enough  to 
offset  a  drawback — its 
heaviness — that  has  become  a 
critical  liability  in  today's  ever  more 
environmentally  minded  context. 
Every  extra  pound  in  a  car  translates 
into  higher  fuel  consumption  and 
pollution  output.  The  search  is  on  for 
lightweight,  environmentally  sound 
substitutes  that  can  be  integrated  into 
the  manufacturing  process  and 
provide  the  necessary  strength,  crash 
worthiness,  and  durability. 

Composites,  which  are  combinations 
of  two  different  materials  that  each 
contribute  desirable  traits  nomially 
not  found  combined  in  any  one 
material,  are  a  leading  candidate  for 
substitution.  That  is  why  the  big  three 


automakers — Ford,  General  Motors, 
and  Chrysler — joined  forces  in  1988 
to  fonn  the  Automotive  Composites 
Consortium  (ACC)  and  sought  the 
assistance  of  the  National  Institute  of 
Standards  and  Technology  with  their 
efforts. 

Composites  have  a  long  history. 
One  of  the  earliest  examples  still  in 
use — straw  mixed  into  a  mud 
base — yields  a  building  material  that 
is  stronger  and  more  crack  resistant 
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than  mud  alone.  The  higher  tech 
automotive  composites  now  being 
developed  through  the  ACC  are  made 
from  polymers  such  as  urethanes  (the 
mud)  and  glass  fibers  (the  straw), 
which  are  either  pressed  into  random 
mats  like  the  filters  of  home  heating 
furnaces  or  woven  or  braided  into 
fabric-like  mats.  Experimental 
composite  parts  weigh  up  to 
40  percent  less  than  their  steel 


583 


counterparts  and  could  shave 
hundreds  of  pounds  from  each  car. 

The  challenge  for  the  ACC  (in  1992 
the  ACC  became  part  of  US  CAR, 
which  is  a  broader  based 
private-sector/govemment  program 
with  the  goal  of  producing 
high-quality,  high-efficiency  care,  is 
to  develop  a  practical,  affordable 
composite  technology  that  can  meet 
some  of  the  most  demanding 
manufacturing  specifications  on  the 
planet.  For  example,  "the  front  rail  of 
the  car  holds  the  engine  up,  takes  all 
road  loads,  and  must  handle  the 
crash  energy"  to  meet  specifications, 
points  out  Elio  Eusebi,  head  of  the 
polymers  department  at  General 
Motors  Research  and  Development 
Center  in  Warren,  Mich. 

The  composite-forming  method  most 
likely  to  end  up  on  production  lines 
probably  will  go  something  like  this: 
A  fiber  mat  is  placed  into  a  two-part, 
beatable  mold,  which  is  then  shut, 
imposing  the  shape  of  the  car 
component  onto  the  dry  mat.  Liquid 
resin,  polymerization  agents,  and 
other  ingredients  then  are  injected  or 
drawn  into  the  closed  mold  where 
they  pemieate  the  mat  like  water 
through  a  dry  sponge.  The  high 
temperature  in  the  mold  initiates  a 
chemical  curing  process  resulting  in  a 
fiber-reinforced  polymeric  part  in  the 
desired  shape.  All  this  has  to  take 
place  reliably  and  nearly  flawlessly  in 
a  matter  of  seconds.  "I  don't  want  to 
build  a  mold  and  discover  that  I  can't 
get  resin  into  the  comer,"  Eusebi  says. 

He,  Johnson,  and  others  working  in 
the  consortium  say  that  the  way  to 
preempt  the  time  and  expense  of  that 
kind  of  unwelcome  surprise  is  to 
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create  computer  models  that 
engineers  can  use  to  predict  how 
variations  in  a  part's  shape  and  size 
will  affect  the  composite-making 
process.  The  models  ought  to  give 
engineers  the  power  to  quickly  modify 
the  process  for  each  part,  rather 
than  having  to  go  through  a  trial- 
and-error  process  each  and  every  time 
to  determine  processing  details  such 
as  how  fast  the  liquid  resin  ought  to 
be  injected  or  what  kind  of  fiber  mat 
to  use. 

That's  where  researchers  at  NIST  are 
making  unique  contributions  to  the 
composite  R&D  project,  say  industry 
consortium  participants.  Frederick 
Phelan,  who  was  hired  at  NIST  soon 
after  the  ACC  began,  has  been 
developing  computer  models  that 
predict  critical  process  conditions 
such  as  how  quickly  liquid  resin  will 
flow  into  fiber  mats  in  various  shapes 
and  the  pressure  generated  during 
injection.  To  ensure  that  the  models 
are  realistic,  Phelan's  colleague, 
Richard  Pamas,  has  developed 
protocols  and  materials,  such  as 
standardized  fiber  mats,  that  he  and 
ACC  members  can  use  to  measure  the 
permeability  into  fiber  mats  under 
different  conditions.  "Without 
experimental  permeability  data, 
everything  is  hypothetical,"  Johnson 
says. 


Though  industiy  insiders  are 
optimistic  about  composites,  no  one 
yet  can  say  just  how  extensively  the 
materials  might  substitute  for  steel. 
At  the  moment,  the  composites 
remain  too  expensive  to  design  and 
manufacture.  Also,  their  properties 
are  still  not  understood  with  enough 
confidence,  and  recycling  issues  need 
to  be  resolved.  NIST  is  helping  with 
these  problems,  say  industry 
researchers,  by  leveraging  company 
research  to  demystify  the  material. 
"  It  is  extending  what  we  can  do," 
says  Douglas  Denton  at  Chrysler's 
Materials  Engineering  facility  in 
Auburn  Hill,  Mich.  Adds  GM's  Eusebi: 
"NIST  has  saved  us  the  entire  expense 
and  time  required  to  make  accurate 
models,  which  is  several  man-years  of 
work."  With  input  from  all  of  this 
effort,  it  is  likely  that  historical 
industrial  decisions  about  millions  of 
tons  of  steel  and  resin  and  about 
automotive  design  will  be  made. 

Postscript:  Aerospace  companies, 
including  Grumman  and  Boeing, 
which  also  see  a  future  for  strong, 
lightweight  composites  as  substitute 
materials  for  heavier  metallic  alloys, 
have  initiated  collaborations  with  the 
same  composites  experts  at  NIST.  The 
same  kind  of  process  understanding 
and  predictive  abilities  that  the  ACC 
needs  to  make  composites  work  in  the 
automotive  context  is  an  absolute 
requirement  in  the  aeronautics 
context,  notes  Lyle  Schwartz,  director 
of  NIST's  Materials  Science  and 
Engineering  Laboratory. 
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By  the  late  1970s,  the  CEM  Corp.  had 
begun  earning  a  name  for  itself  in 
the  new  arena  of  microwave-assisted 
chemical  analysis.  At  the  time,  the 
standard  way  to  analyze  rugged, 
hard-to-dissolve  metallic,  soil,  and 
other  inorganic  samples  was  to  dump 
the  samples  into  a  strong  mineral 
acid  and  heat  it  up  on  a  hot  plate. 
Then  researchers  would  wait,  and 
wait,  and  maybe  wait  some  more, 
until  the  hot  acid  digested  the  sample 
enough  for  analysis  by  spectroscopy 
and  other  standard  methods.  Many 
jobs  also  required  some  kind  of 
specific  fiddling — maybe  a  stint  on  a 
shaker  table  or  a  more  rigorous 
heating  regimen.  As  a  result,  analysts 
had  to  know  and  use  a  variety  of 
protocols  that  could  take  anywhere 
from  hours  to  several  days. 

Word  about  CEM's  apparently  simpler 
microwave  alternative  spread  quickly 
to  companies  in  the  oil,  chemical, 
mining,  and  environmental 
monitoring  industries  where  analysis 
of  metal -containing  soil  and  sludge, 
ceramic  powders,  and  minerals  was  a 
daily  need.  With  the  microwave 
technique,  the  sample  and  acid  go 
into  a  closed  Teflon  container,  which 
is  then  heated  in  the  microwave  for  a 
few  minutes,  30  at  the  most.  The 
sample  comes  out  ready  for  analysis. 
"When  people  became  aware  of  our 
microwave  work,  they  cam.e  to  us 
asking  about  it,"  recalls  CEM  CEO 
Michael  Collins. 

That  was  just  fine,  but  Collins  knew 
CEM  (which  stands  for  Chemistry, 
Electronics,  and  Mechanics — the 
disciplines  that  CEM's  three  founders 
brought  into  the  company)  could  not 
yet  offer  customers  a  ready-to-go 
system.  The  specific  microwave  power, 


time,  and  other  factors  required  for 
each  type  of  sample  could  only  be 
determined  by  a  time-consuming, 
trial-and-error  process.  There  was  no 
recourse  for  a  new  user  but  to  go 
through  that  process.  Moreover,  since 
no  one  knew  exactly  how  microwave 
energy  was  digesting  the  samples,  no 
one  could  say  just  how  the  method 
worked. 


"When  people 
became  aware  of  our 
microwave  work, 
they  came  to  us 
asking  about  it,** 
recalls  CEM  CEO 
Michael  Collins. 

Despite  drawbacks  of  the  traditional 
open-beaker,  hot-plate  methods, 
analysts  understood  them,  knew  they 
worked,  and  knew  how  to  do  them.  It 
would  be  hard  for  CEM  to  break 
through  into  bigger  markets  unless 
the  company  could  tell  its  customers 
both  how  the  microwave  methods 
worked  and  precisely  which  protocol 
worked  for  a  given  type  of  sample. 
"We  didn't  just  want  to  ship  our 
customers  a  box  and  then  leave  them 
on  their  own  to  make  it  work," 
Collins  says. 

With  that  goal  on  their  minds, 
Collins  received  a  fateful  call  in  1983 
from  NIST  chemist  Skip  Kingston, 
now  at  Duquesne  University.  Kingston 
was  doing  some  research  on 
microwave-assisted  chemistry  and 
became  convinced  that  the  techniques 
had  good  potential  to  simplify  many 
chemical  procedures.  He  wanted  to 
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leam  more  about  the  physical 
mechanisms  underlying  the  process 
and  to  develop  the  kind  of  theoretical 
understanding  that  could  add 
microwave  chemistry  to  the  generally 
accepted  corpus  of  chemical 
knowledge  and  techniques. 

Kingston  knew  that  CEM  had  been 
selling  microwave  instrumentation 
for  a  few  years  so  he  gave  them  a 
call.  Collins  was  interested.  Within 
a  month,  he  had  spent  a  day  in 
Kingston's  Gaithersburg,  Md., 
laboratory  to  discuss  the  possibilities 
in  more  depth.  A  collaboration 
seemed  right  for  both  parties.  "Within 
a  few  months,  we  had  set  up  and 
funded  Lois  Jassie  as  a  research 
associate  at  NIST,"  Collins  recalls.  As 
part  of  this,  Jassie  enrolled  in  the 
Ph.D.  program  at  the  nearby 
American  University,  and  this 
microwave  work  became  the  basis  for 
her  research  and  thesis.  So,  as  CEM 
was  finalizing  the  design  of  what 
would  become  production  models  of  a 
microwave  digester,  the  collaboration 
was  developing  application  protocols 
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for  specific  sample  types  as  well  as 
fundamental  studies  into  the  physics 
and  chemistry  of  the  process.  In  short 
order,  these  studies  suggested  to  CEM 
that  a  scalable  Teflon  container 
would  allow  microwave  energy  to 
penetrate  to  the  contained  sample 
while  enabling  pressure  to  build  up 
inside  without  exploding. 

By  the  end  of  1984,  CEM  was  selling  a 
closed-vessel  microwave  system.  Sales 
went  up  considerably  following  a 
seminal  paper  by  Kingston  and  Jassie 
in  the  Oct.  12, 1986,  issue  of 
Analytical  Chemistry:  "That  paper 
educated  the  technical  community  in 
microwave-assisted  chemistry," 


Collins  says.  By  1990,  the  microwave 
digestion  system  had  grovm  into 
CEM's  major  product,  with  sales  to 
both  domestic  and  foreign  customers. 
The  company  now  is  the  industry 
leader.  "This  year  we  expect  to  have 
$30  million  in  sales  and  40  percent 
will  come  from  our  microwave 
digestion  products,"  Collins  says. 

CEM  found  the  NIST  connection  so 
valuable  that  the  company  kept  Jassie 
on  at  NIST  as  a  research  associate 
until  1993,  nearly  a  full  decade.  That 
human  connection  enabled  CEM  to 
benefit  from  NIST's  strength  in 
protocol  development,  and  NIST 
researchers  were  able  to  keep  abreast 
of  what  users  and  makere  of 
microwave-based  instruments  were 
doing  and  what  they  needed. 

The  future  still  holds  plenty  of 
promise  for  the  microwave-assisted 
chemistry  that  CEM  and  NIST  helped 
shepherd  into  respectability  and  into 
instrumentation  tliat  analysts  can 
buy.  Says  Collins:  "We  see  this  as  an 
emerging  field,  which  is  still  in  its 
infancy." 
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As  you  read  this,  the  world  is 
becoming  ever  more  wired  with 
optical  fibers.  Growing  networks  of 
millions  of  kilometers  of  glass  fibers 
cross  continents  and  oceans  linking 
millions  of  people  and  computers 
worldwide  with  pulses  of  information- 
laden  light.  Without  optical  fibers, 
any  talk  of  a  National  Information 
Infrastmcture  would  be  little  more 
than  a  pipe  dream. 

With  all  of  this  growth,  the  need  for 
optical  fiber  makers  and  users  to 
standardize  products,  manufacturing 
processes,  and  installation  procedures 
becomes  critical.  Lacking  that, 
technical  incompatibilities  that  would 
stunt  growth  of  these  networks,  hinder 
their  maintenance  and  repair,  and 
thereby  erode  the  international 
compefitiveness  of  the  U.S. 
telecommunications  industry  could 
emerge.  This  challenge  is  a  classic 
call  to  amis  for  researchers  at  the 
National  Institute  of  Standards  and 
Technology  (NIST). 

Since  1981,  NIST  has  been  working 
closely  with  the  Telecommunications 
Industry  Association  to  advance  both 
standards  and  technology  for  the 
optical  fiber  industry.  A  1992  report 
prepared  for  NIST  by  an  independent 
economist  estimated  that  NIST's  aid 
in  the  development  of  standards  and 
measurement  protocols  had  by  then 
been  responsible  for  annual  savings  of 
$9.5  million  in  the  optical  fiber 
industry,  which  was  more  than  four 
times  the  cumulative  cost  of  the 
collaborative  work  throughout  the 
entire  1980s. 

A  recent  NIST  contribution  that  has 
been  getting  particularly  high  praise 
from  the  industry  goes  by  the 


unassuming  name  of  SRM  2520. 
SRM  stands  for  Standard  Reference 
Material,  and  SRM  2520  is  one  of 
about  a  thousand  different  SRMs 
that  NIST  prepares  for  hundreds  of 
industries  that  need  reliable 
benchmarks  by  which  they  can 
calibrate  their  own  tools,  instmments, 
chemical  analyses,  and  other 
measurement  protocols. 

At  the  heart  of  each  SRM  2520,  which 
companies  can  purchase  from  NIST 
for  about  $1,000,  is  an  optical  fiber 
whose  diameter  has  been  more 
accurately  measured  and  certified 
than  any  other  fiber  in  the  world.  To 
certify  each  standard,  NIST  metrology 
expert  Ted  Doiron  designed  and  built 
an  exquisitely  sensifive  and  accurate 
micrometer  that  could  measure  fiber 
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optical  fiber 
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diameters  with  an  uncertainty  of 
about  50  nanometers  or  the  width  of 
about  100  molecular  layers  of  the 
glass.  In  the  hands  of  the  engineers  at 
an  optical  fiber  plant,  an  SRM  2520 
serves  as  the  most  reliably  calibrated 
ruler  by  which  they  can  monitor  the 
unifomiity  of  their  own  commercial 
fibers,  explains  Matt  Young,  who 
developed  SRM  2520  with 
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Steve  Mechels,  Paul  Hale,  and  other 
NIST  researcheR. 

SRM  2520  has  become  a  necessary 
tool  in  the  production  of  optical  fibers 
even  though  the  standard  only 
became  available  in  1993,  according 
to  Jan  H.  Suwinski,  an  executive  vice 
president  of  Coming  Inc.  At  the  center 
of  the  standard  fiber  is  a  glass  core 
about  10  micrometers  in  diameter 
surrounded  by  a  thicker  glass 
cladding  whose  outer  diameter  is 
about  125  micrometers,  or  about  two 
hair-widths.  (The  cladding  is  coated 
with  a  tough  polymer  to  protect  the 
glass  from  environmental 
degradation  and  breakage.) 

The  particular  value  of  SRM  2520  is 
emerging  as  optical  fibers  reach  from 
major  optical  cables  to  individual 
buildings,  homes,  and  offices.  This 
phase  of  network  growth  entails 
massive  amounts  of  splicing  and 
matching  of  fibers,  which  can  be 
more  expensive  than  stringing  fibers 
longer  distances,  a  procedure 
requiring  fewer  splices.  Industry 
experts  say  that  variation  in  fiber 
diameters  would  be  calamitous 
because,  if  the  diameters  differ,  the 
inner  cores  probably  would  fail  to 
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align  precisely  when  joined,  resulting 
in  degraded  light  signals.  And  that 
spells  "disaster"  for  an  industry  whose 
raison  d'etre  is  transmitting  signals 
reliably  and  clearly.  By  using  SRM 
2520  to  calibrate  the  fiber-making 
process,  the  optical  fiber  industry  can 
increase  the  likelihood  that  its  fibere 
will  align.  According  to  Department  of 
Commerce  statistics,  the  U.S.  optical 
fiber  market  amounted  to  $2. 1  billion 
in  1992,  which  was  40  percent  of  the 
world  total.  That  translates  into  a  lot 
of  splicing. 


"Another  industry-wide  study  found 
that  the  main  problem  in  controlling 
the  cladding  diameter  was  having  a 
reference,"  notes  William  Gardner, 
who  specializes  in  fiber  measurement 
standards  at  AT&T's  optical  fiber 
plant  in  Norcross,  Ga.  With  SRM 
2520,  he  says,  uncertainty  in  the 
measurements  of  fiber  diameters  now 
vary  within  about  one-tenth  of  a 
micrometer  (about  the  width  of  a  cell 
nucleus),  which  is  about  one-tenth  of 
the  uncertainty  that  was  typical  before 
SRM  2520  became  available.  Both 
AT&T  and  Coming  now  use  SRM 
2520  routinely  for  quality  control. 

In  a  letter  to  Judson  French,  director 
of  NIST's  Electronics  and  Electrical 
Engineering  Laboratory,  Coming's 
Suwinski  wrote  that  "the  opportunity 
to  work  with  NIST  on  this  project  gave 
Coming  and  other  American  fiber 
manufacturers  a  clear  competitive 
advantage." 

For  NIST,  that  kind  of  industry 
feedback  translates  into  a  mission 
accomplished.  But  not  completed, 
notes  Young.  NIST  and  the  optical 
fiber  industry  now  are  planning  to 
work  on  other  standards,  including 
one  for  measuring  the  tiny  diameters 
of  ceramic  ferrules  that  are  used  to 
connect  fibere  into  continuous 
pathways  of  light. 
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The  inside  of  a  working  jet  engine  is  a 
hellish  place.  Hour  after  hour,  day 
after  day,  hot,  corrosive  combustion 
gases  flow  over  its  internal  parts  at 
hundreds  of  miles  per  hour  Many  of 
these  parts  also  rotate  hundreds  or 
thousands  of  times  per  minute, 
creating  internal  strains  that  would 
shred  most  materials  in  short  order. 
Yet  those  parts  have  to  withstand  the 
punishment.  There  are  no  shoulders 
for  repairs  in  the  jet  stream. 

William  Eisen  thinks  about  these  facts 
with  more  gravity  than  most  people. 
He  is  president  of  Crucible 
Compaction  Metals  (CCM),  an 
Oakdale,  Pa.,  company,  one  of  the  few 
manufacturers  of  metal  disks  that 
rotate  at  high  speed  at  elevated 
temperature  to  move  gas  through  the 
jet  engines  on  military  and  civilian 
aircraft.  Given  their  hostile  venues, 
these  disks  and  other  parts  that 
Cmcible  makes  have  to  be  made  of 
the  toughest,  strongest,  most  reliable, 
and  most  temperature-tolerant 
material  that  his  company  can  make 
at  a  price  that  jet  engine  makers  are 
willing  to  pay.  Moreover,  with  global 
competition  in  both  the  aerospace 
and  advanced  metals  business  on  a 
rapid  ascent,  Eisen  can  never  afford  to 
coast  on  the  quality  and  efficiency  of 
today's  manufacturing  processes. 

Crucible's  process  starts  with  molten 
metal  of  the  proper  chemistry  that 
will  produce  an  alloy  with  the  desired 
materials  properties  But,  instead  of 
casting  these  parts  by  pouring  molten 
metal  into  molds,  or  first  fomiing 
billets  that  are  shaped  and  processed 
later,  CCM  converts  the  liquid  metal 
into  fine  powder  using  the  so-called 
inert  gas  atomization  process.  This 
powder  is  then  loaded  into  metal 


containers  (molds)  and  consolidated 
into  solid  parts  by  hot  isostatic 
pressing.  Very  li::.e  machining  and 
finishing  work  is  required  afterward. 

'Tou  can  make  materials  this  way 
that  you  can't  forge  or  roll  or  make  in 
any  other  way,"  notes  long-time  NIST 
metallurgist  John  Manning,  director 
of  NlST's  in-house  powder  metallurgy 
research  group,  which  operates  a 
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powder  making  facility  rigged  with 
sophisticated  sensors  and  valves  that 
can  monitor  and  control  exactly  what 
occurs  as  metal  powders  are  made.  It 
was  a  setup  that  no  company  had  in 
place  or  could  affori 

For  Crucible,  the  complex  process 
yields  engine  parts  that  fit  the  bill, 
Eisen  says,  but  its  efficiency  was 
disappointing.  NIST  was  soon  to 
become  part  of  the  solution.  The 
problem  had  to  do  with  the  particles 
in  the  metal  powder.  To  create 
parts  with  the  range  of  properties 
needed  for  jet  engines,  the  particles 
have  to  start  out  very  small — 
with  a  maximum  size  about 
0.076  millimeter  (0.003  inch)  in 
diameter — and  extremely  uniform. 
The  small  sizes  of  the  particles  help 
produce  uniform  properties  in  the 
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finished  parts  and  also  reduce  the 
sizes  of  voids  or  other  imperfections, 
which  are  the  seeds  of  material 
failure.  If  the  company  could  reduce 
the  amount  of  oversize  powder 
produced,  the  process  would  become 
more  efficient,  operating  expenses 
would  decrease,  and  the  company 
would  become  more  competitive. 

With  that  chain  of  events  never  far 
from  Eisen's  mind,  he  was  especially 
receptive  in  1982  when  he  heard 
about,  and  subsequently  attended,  a 
powder  metallurgy  conference  in 
Gaithersburg,  Md.,  at  the  National 
Institute  of  Standards  and  Technology 
(then  called  the  National  Bureau  of 
Standards).  "I  had  no  idea  of  the 
extent  of  work  going  on  there,"  Eisen 
recalls,  adding  that  he  hadn't 
previously  thought  of  NIST  as  a  place 
for  getting  answers  to  industrial 
process  problems. 

After  the  meeting,  he  remained  in 
touch  intemiittently  with  the 
metallurgy  group.  In  1986,  Crucible 
was  invited  to  join  a  research 
consortium  with  NIST  and  other 
powder  metallurgy  companies.  The 
consortium's  goal  would  be  to  develop 
more  detailed  knowledge  about  how 
metal  powdere  forni  and  to  use  this 
knowledge  for  making  the  process 
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more  of  a  science.  In  1987,  Crucible, 
General  Electric  Corp.,  and 
Hoeganaes  Corp.  joined  NIST  to  form 
the  consortium.  It  was  renewed  in 
1991  with  two  of  the  old  partners 
and  four  new  players  and  will  end 
after  6  years  in  1994. 

The  half-decade  involvement  paid  off 
for  Crucible  in  higher  efficiency  and 
lower  costs.  One  crucial  part  of  this 
gain  was  a  computer  model  developed 
by  the  NIST  fluid  flow  group.  It 
enabled  Crucible  engineers  to 
simulate  accurately  what  was 
happening  as  particles  formed  rather 
than  having  to  guess  what  happened 
by  examining  finished  particles.  The 
model  had  a  lot  to  consider.  The 
powden  are  made  in  an  atomization 
process  by  letting  the  molten  metal 
fall  through  a  nozzle  at  the  end  of 
which  a  high-velocity  stream  of  inert 
gas  blows  the  liquid  metal  stream  into 


a  fine  mist  of  tiny  spherical  droplets. 
These  cool  and  solidify  almost 
instantaneously  and  are  collected 
downstream. 

"We  suspected  that  if  we  could 
understand  the  gas  dynamics,  we 
could  control  our  process  more 
successfully,"  Eisen  says.  They  were 
right.  The  model,  which  the  fluid  flow 
group  was  able  to  develop  using  data 
obtained  from  NIST's  supersonic  inert 
gas  metal  atomizer,  was  designed  to 
help  CCM  and  other  consortium 
members  optimize  their  processes 
without  having  to  tell  each 
competitive  details.  "We  now  use  this 
model  the  way  other  manufacturers 
rely  on  computer-aided  design,"  Eisen 
says. 

In  a  1992  letter  to  Lyle  Schwartz, 
director  of  NIST's  Materials  Science 
and  Engineering  Laboratory,  Eisen 
noted  that  the  computer  model 
guided  his  company  in  the  redesign  of 
its  gas  delivery  system,  thereby 
increasing  "the  percentage  of  usable 
powder  produced  during  the 
atomization  process  by  over 
40  percent."  Efficiency  gains  of  just  a 
few  percent  usually  are  enough  to  get 
congratulatory  memos  flying  around. 
At  the  same  time,  Eisen  added,  the 
new  process  consumes  less  argon  gas, 
"helping  to  decrease  Cmcible's 
operating  costs."  That's  just  good 
business. 
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In  January  1992,  engineers  at 
Hewlett  Packard  (HP)  Co.'s  Greeley 
Hardcopy  Division  detected  some 
disturbing  signs  in  one  of  their 
product  lines.  Five  months  earlier, 
they  had  stunned  the  electronic 
communications  community  with  a 
new  and  uncommonly  affordable 
color  scanner,  an  instrument  that 
could  convert  a  color  image,  or 
regular  text,  into  a  digital  fonnat. 
Once  digitized,  images  or  texts  can  be 
fed  into  electronic  publishing 
software,  multimedia  packages,  or 
whatever  else  the  electronic 
communications  moguls  might  come 
up  with. 

"This  kind  of  product  had  been 
available  for  $30,000  to  $50,000,  and 
we  brought  it  down  to  the  $2,000 
range,"  notes  Virgil  L.  Laing, 
manager  of  reliability  engineering 
in  Greeley's  Hardcopy  Division. 
Moreover,  HP  was  then,  and  still  is, 
the  only  U.S.  company  to  have 
successfully  entered  the  scanner 
market,  which  had  been  totally 
dominated  by  companies  in  Japan 
and  Singapore. 

HP's  role  as  the  lone  Western  player 
in  the  field  only  amplified  the 
unnerving  news  trickling  in  from  a 
small  proportion  of  scanner 
customers.  After  several  months  of 
trouble-free  operation,  one  or  two  out 
of  a  hundred  users  found  that  the 
copyboard  glass — the  pane  of  glass 
on  which  scanned  material  is  placed 
like  a  page  to  be  photocopied — 
suddenly  cracked,  from  one  comer  to 
the  comer  diagonally  across. 

The  news — both  alarming  and 
puzzling — was  a  call  to  action  to 


Laing  and  a  colleague  who  took  on 
the  unexpected  challenge  full  time. 

"At  first  we  thought  our  packaging 
might  have  been  inadequate  and  that 
the  cracks  were  occurring  in 
shipping,"  Laing  recalls.  The  natural 
inclination  to  wishful  thinking,  in 
this  case,  that  a  simple  packaging  fix 
was  the  solution,  helped  favor  this 
hypothesis.  But  it  also  was  reasonable 
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because  it  just  wasn't  easy  to  break 
the  copyboard  glass.  "We  dropped  it 
and  we  shocked  it,  but  we  didn't  see 
any  breaks,"  Laing  says.  "We  literally 
couldn't  break  the  glass  unless  we 
treated  it  so  badly  that  it  shattered." 

Developing  and  evaluating  the  next 
tier  of  hypotheses  took  the  special 
knowledge  of  a  mechanical  engineer 
especially  familiar  with  glass  and  that 
meant  going  outside  the  group  that 
had  designed  the  scanner.  The 
company  hired  a  consultant  in 
nearby  Boulder  who  had  designed 
spacecraft  vrindows,  which  have  to  be 
as  rugged  and  fracture  resistant  as 
glass  can  get.  The  consultant  didn't 
solve  the  problem,  but  he  suggested 
they  call  Harry  McHenry,  chief  of  the 
NIST  Materials  Reliability  Division  . 
They  did.  McHenry  listened  to  the 
problem  and  then  connected  Laing 
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with  Robert  Walsh,  a  specialist  in 
materials  fracture  at  the  NIST  lab. 

On  March  12, 1992,  Laing,  two  other 
HP  engineeR,  and  a  few  scanners 
traveled  to  Walsh's  laboratory  where 
James  Dally,  a  mechanical  engineer 
on  sabbatical  from  the  Univeisity  of 
Maryland,  happened  to  be  working  as 
a  guest  researcher.  In  less  than  a  day, 
the  ad-hoc  trouble-shooting  caucus 
found  the  root  of  the  problem. 

Measurements  with  strain  gauges 
indicated  that  the  design  of  the  top, 
which  has  to  secure  the  glass  in  the 
machine,  unexpectedly  had 
introduced  damaging  levels  of  stress 
into  the  glass.  Instead  of  a  safe  level  of 
200  pounds  per  square  inch  (psi), 
some  parts  of  the  glass  were  under 
2000  psi.  With  that  information  in 
hand,  "we  did  more  research,  got 
engineering  manuals  from  Dow 
Coming,  and  checked  with  Dally 
some  more,"  Laing  recalls. 

In  little  more  than  a  month  after  the 
NIST  visit,  the  designers  at  HP  learned 
what  gremlin  had  caused  the 
cracking.  The  original  design 
included  a  molded  plastic  part  that 
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NIST  lab  and  access 
to  top  experts  in 

the  field  of  fracture 
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put  pressure  on  the  comers  of  the 
glass  to  secure  it  in  place.  It  seemed  a 
reasonable  way  to  meet  the 
company's  stringent  shock  and 
vibration  specifications  to  prevent 
damage  during  shipping  or 
intermittent  rough  treatment  by  users. 

A  consequence  of  this  design  decision, 
though,  was  to  set  the  stage  for  a 
subtle  kind  of  failure  mechanism  in 
glass  that  begins  with  what  engineers 
call  "static  fatigue."  At  the  comers  of 
the  copyboard,  the  extra  pressure 
designed  into  the  machine  elicited 
microscopic  cracks  that,  over  time, 
merged  into  a  single  crack  that 
ultimately  sliced  across  the 
copyboard.  The  result:  glass  that 
breaks  slowly  rather  than  shattering 
instantaneously. 


The  solution  was  simple,  clear,  and 
inexpensive.  "We  redesigned  the  cover 
plastic,  and  the  problem  went  away," 
Laing  says.  He  estimates  that  their 
visit  to  the  NIST  lab  and  access  to  top 
experts  in  the  field  of  fracture 
mechanics  saved  them  4  months  of 
time  and  expense.  Luckily,  the 
frarture  problem  only  affected  a  small 
percentage  of  the  machines.  But  the 
scanners  were  selling  well  enough 
that  Laing  estimates  the  4-month 
head  start  on  the  solution  saved  the 
company  at  least  $500,000.  The  static 
fatigue  flaw  was  an  unexpected 
difficulty,  but  it  is  the  type  of  problem 
likely  to  arise  as  companies  develop 
more  sophisticated  and  complicated 
instruments  that  demand  more  and 
more  of  the  materials  used  to  make 
them.  The  key  to  success,  Laing  says, 
rides  both  on  preempting  problems 
before  they  happen  and,  if  that  fails, 
on  finding  good  solutions  quickly. 
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In  1987,  the  term  superconductivity 
became  part  of  the  household  lexicon. 
Coming  in  by  radio,  newspaper,  and 
television  were  visions  of  a  new 
technological  era  ushered  in  by 
breakthrough  materials  called 
high-temperature  superconductors. 
If  these  strange  ceramic  materials 
could  be  developed  into  forms  such  as 
wires  and  coils,  they  just  might 
supersede  and  surpass  the  copper  and 
silicon-based  electrical  and  electronic 
technologies  that  have  come  to 
characterize  these  times. 

Insiders  knew  even  then  that  the  new 
materials  were  far  from  a  sure  bet, 
and  realistic  projections  had  scientists 
and  engineers  taking  a  decade  or  two 
before  any  part  of  the  technovision 
stood  a  chance.  Still,  no  company 
that  had  the  potential  to  be  involved 
could  afford  not  to  pay  attention. 
Lake  Shore  Cryotronics  (LSC),  a  small 
firni  in  Westerville,  Ohio,  that  makes 
and  sells  a  variety  of  sensors  and 
specialty  electronic  components,  was 
one  of  them. 

Right  in  the  middle  of  those  heady 
days  in  1987,  company  employees  Jeff 
Bergen  and  Warren  Pierce  were 
setting  out  on  a  multistop  trip  to  find 
new  and  future  markets  relevant  to 
LSC's  strengths.  That's  also  when  LSC 
president  John  Swartz  received  a 
call  from  a  colleague  at  the 
Massachusetts  Institute  of  Technology 
suggesting  that  the  trip  itinerary 
include  Fred  Pickett's  research 
group  at  the  NIST  Boulder  facility.  It 
turned  out  to  be  a  key  stop. 

When  the  LSC  team  got  into  the 
laboratory,  they  saw  an  experimental 
instrument  that  the  NIST  group  was 
using  to  measure  electrical  and 


magnetic  properties  in  the  new 
superconducting  materials,  recalls 
Bergen.  Nothing  came  of  the  visit 
immediately,  though  Bergen  and  his 
colleagues  cataloged  the  instrument 
in  their  memories  since  they  knew 
that  superconductivity,  and  sensors 
for  studying  the  phenomenon,  were 
probably  going  to  be  growth  fields. 

A  few  months  later  during  a  phone 
conversation  between  LSC  and  NIST 
scientists,  the  commercial  possibilities 
of  the  instrument  that  the  LSC  troupe 
had  seen,  called  an  AC  susceptometer, 
came  up.  The  NIST  group  was  finding 
their  instrument  so  useful  in  their 
experiments  that  they  suspected 
others  studying  and  developing  the 
new  superconducting  ceramics  would 
feel  the  same  way.  Moreover,  a 

The  NIST  group  was 
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number  of  groups,  mostly  in  Europe, 
were  already  putting  their  own 
homemade  AC  susceptometers  to 
work.  The  instrument  uses  an 
alternating  electrical  current  (AC) 
to  impose  a  magnetic  field  on  a 
sample  while  monitoring  how  the 
sample  responds  to,  and  interacts 
with,  the  field.  The  data  from  these 
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experiments  reveal  electrical  and 
magnetic  features  of  the  sample, 
including  its  superconducting  and 
non-superconducting  properties. 

After  studying  the  possibilities,  and 
drawing  heavily  on  the  experience  of 
the  NIST  group,  the  LSC  staff 
concluded  that  AC  susceptometeis 
"could  be  built  and  sold  at  more 
accessible  prices  than  anyone  could 
build  themselves  in  the  laboratory," 
Bergen  says.  LSC  scientists  and 
engineers  conferred  with  the  NIST 
group  regularly  and  within 
1  year— by  mid- 1988— LSC  had 
built  and  sold  the  first  commercially 
manufactured  AC  susceptometer.  "We 
turned  it  into  a  turn-key  instrument," 
Bergen  says.  The  company  followed 
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that  in  1991  by  unveiling  an  AC 
susceptometer  combined  with  a  DC 
magnetometer,  a  related  instrument 
that  the  U.S.  research  community  is 
more  familiar  with. 

These  instruments  since  have  been 
sold  to  many  labs  around  the  world 
and  have  contributed  greatly  to  the 
rapid  growth  of  Lake  Shore's 
magnetic  measurements  product 
lines,  Bergen  notes. 


As  it  turns  out,  the  more  sober 
projections  for  high-temperature 
superconductivity  remain  on  target, 
Bergen  says.  A  few  small  applications 
of  the  materials  in  products 
such  as  magnetic  field  sensors 
(superconducting  quantum 
interference  devices,  or  SQUIDS  for 
short)  for  oil  prospecting  and  medical 
imaging  could  emerge  before  1997 
comes  around,  but  widespread  and 
large-scale  use  remains  uncertain. 
That  uncertainty  has  changed  the 
business  context  for  LSC,  notes 
Beigen.  "The  cryogenic  market  [for 
instruments  that  work  at  extremely 
frigid  temperatures]  is  having  a  lesser 
rate  of  return,"  Bergen  notes. 

"We  are  now  looking  beyond 
traditional  maitets,"  Swartz  adds.  It 
is  that  kind  of  adaptive  behavior  that 
could  well  transfomi  business 
uncertainty  into  opportunity. 
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Networidng  works,  sometimes  when 
you're  not  even  trying.  R.  Barry 
Johnson,  a  former  professor  of 
electrical  engineering  who  now  calls 
himself  an  infrared  technologist,  can 
tell  you  so.  The  results  so  far  from 
an  unexpected  collaboration  with 
researches  at  the  National  Institute  of 
Standards  and  Technology,  he  says, 
are  accelerated  progress  for  his 
company's  R&D  and  $3  million  of 
research  funding  from  the  Navy. 

What  Johnson  and  his  main  NIST 
collaborator,  Michael  Gaitan,  are 
developing  might  be  thought  of  as 
minuscule  stoves  having  hundreds  of 
burners  and  made  out  of  tiny  silicon 
chips,  aluminum,  and  a  few  other 
ingredients.  Their  experimental 
models  today  consist  of  square  arrays 
of  "microheating  elements,"  together 
with  microcircuitry  that  controls  the 
pattern  and  intensity  of  heating, 
all  on  a  chip  about  the  size  of  a 
telephone  number  button.  Johnson, 
Gaitan,  and  other  coUaboratoR 
expect  to  make  much  larger  arrays 
involving  more  than  16,000 
individually  controllable  heating 
elements.  The  tiny  devices  are  made 
by  adapting  mature  microfabrication 
techniques  developed  originally  by  the 
microelectronics  community. 

The  initial  goal  of  all  of  this 
microstoveiy,  Johnson  explains,  is  to 
develop  an  inexpensive,  versatile,  and 
reliable  technology  for  "dynamic 
thennal  scene  simulation,"  which  is 
the  art  of  emulating  the  thermal 
energy  emissions  of  objects  or  even 
complex  scenes  like  tanks  on  patches 
of  desert.  The  Department  of  Defense, 
which  has  supported  both  Johnson 
and  Gaitan's  work  for  years,  is 
moving  more  and  more  toward 


simulation  and  emulation 
technologies  like  this  one  as  a 
hopefully  cheaper  and  less  risky 
means  of  testing  equipment  and 
training  personnel. 

Johnson  and  Gaitan  both  envision 
using  their  microfabrication  skills 
for  non-military  uses  as  well — 
sensois  built  into  wings,  bridges,  and 
even  shipping  crates  that  monitor, 
locate,  and  record  damaging 
vibrations;  chip-sized  sensors  that 
simultaneously  sense  the  presence 
and  amounts  of  many  different 
pollutants  in  the  air,  or 
accelerometers  for  mechanisms  that 
control  and  trigger  air  bags  in  cars. 


These  possibilities 

are  accelerating 

along  the  R&D 

process  faster  than 

would  have  been 

possible  had  they 

not  been  networked 

several  years  aqo. 

Gaitan  and  Johnson  say  these 
possibilities  are  accelerating  along  the 
R&D  process  faster  than  would  have 
been  possible  had  they  not  been 
networked  several  years  ago  by  an 
Amiy  contract  officer  working  at 
Redstone  Arsenal,  Ala.  The  Army 
happened  to  be  supporting  both 
researchers  for  different  projects. 
When  Gaitan  traveled  to  Alabama  to 
discuss  his  project,  the  Army  contract 
officer  arranged  for  Gaitan  to  meet 
Johnson,  intuiting  that  the  two  might 
cook  up  good  ideas  relevant  to  the 
Amiy's  needs.  Who  could  predict  what 
could  emerge  by  mixing  people  with 
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e)qpertise  in  infrared  optics,  electrical 
engineering,  and  microfabrication? 

Plent)',  it  seems.  For  the  first  2  yeare 
after  their  initial  meeting,  Johnson 
and  Gaitan  maintained  informal 
contact  by  phone,  e-mail,  occasional 
visits,  and  the  like.  It  was  during  that 
time  that  they  began  developing  and 
testing  their  ideas  for  mass-produced, 
microfabricated  thermal  arrays.  In 
1992,  Johnson  and  NIST  made  their 
connection  somewhat  more  formal  by 
signing  a  Cooperative  Research  and 
Development  Agreement  (CRADA), 
which  Johnson  and  Gaitan  say  has  led 
to  several  tangible  benefits.  As  a  result 
of  their  joint  work  on  thermal 
displays,  NIST  is  in  the  process  of 
applying  for  a  patent,  an  involved  and 
tedious  process  that  Johnson  says  he 
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Johnson  notes. 

and  his  company.  Optical  E.T.C., 
would  not  have  pursued  on  its  own. 
Moreover,  Johnson  credits  his 
association  with  Gaitan  as  a  major 
factor  in  a  Navy  decision  to  fund  a 
project  in  which  the  two  are 
co-principal  investigators  in  an  effort 


to  take  their  thermal-imaging 
prototypes  to  the  next  stage  of 
development.  The  funding  will  span 
3  years  beginning  in  FY  1995  and  will 
amount  to  about  $3  million.  Johnson 
notes  that  his  company  already  has 
an  agreement  with  a  California 
company,  Santa  Barbara  Infrared,  to 
distribute  commercial  products  that 
may  come  out  of  the  collaboration. 

"This  relationship  is  in  principle  what 
Congress  intended"  with  its 
legislation  to  make  the  federal 
government's  research  assets  more 
accessible  to  private  companies, 
Johnson  notes.  "With  this  type  of 
assistance  and  motivation,  I  think  we 
will  have  a  much  stronger  country." 
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Inventing  ways  to  see  inside  bodies 
without  cutting  into  them  is  one  of 
the  medical  community's  shining 
successes.  Radioactive  isotopes  that 
can  be  injected  safely  into  patients' 
bloodstreams  and  tissues  get  a  lot  of 
credit  for  that  success.  These  so-called 
radiopharmaceuticals  work  like 
transient  spies  sending  diagnostic 
signals  from  inside  the  body  to 
external  detectors  and  computers, 
which  construct  images  of  internal 
body  structures  from  those  signals. 
Like  good  spies  too,  the  isotopes 
quickly  disappear  once  their  job  is 
done,  either  by  transforming  into 
non-radioactive  products  or  by 
passing  out  of  the  body. 

If  they  know  precisely  how  much 
radioactivity  each  dose  harbors, 
doctors  can  confidently  inject  patients 
with  radioactive  drugs  such  as 
thallium-201  for  heart  scans. 
Detemfiining  the  exact  amount  of 
radioactivity  is  an  especially 
demanding  measurement  task, 
however,  since  radioactive  isotopes  are 
produced  at  private  or  government 
facilities,  made  into 
radiopharmaceutical  preparations  by 
a  number  of  different  companies,  and 
then  put  to  diagnostic  use  at 
thousands  of  hospitals.  All  the  while, 
the  radioactivity  contents  to  be 
measured  are  changing.  Unlike  the 
weight  of  a  pill,  which  remains 
constant  from  maker  to  patient,  the 
activity  of  radiophannaceuticals 
continually  decreases  over  time. 

Regardless  of  the  challenges,  each 
radiopharmaceutical  handler  must 
have  a  way  of  assuring  that  their  own 
radioactivity  measurements  are 
accurate.  Nuclear  Regulatory 
Commission  rules,  for  one,  require 


such  measurements.  Good  business 
and  good  medicine  also  critically 
depend  on  the  quality  of  these 
measurements. 

Assurance  of  that  quality  stems  from 
the  National  Institute  of  Standards 
and  Technology,  remarks 
Tibor  Schubert,  manager  of 
radiodiagnostics  at  Bristol-Myers 
Squibb.  For  the  past  20  years,  NIST 
and  the  United  States  Council  for 
Energy  Awareness  (USCEA),  which 
represents  the  nuclear  power  and 
nuclear  medicine  industries,  have 
collaborated  to  provide  the  industry 
with  standards  that  everyone  can  use 
as  benchmarks.  "It  helps  make  sure 
that  everyone  is  on  the  same 
wavelength,"  says  Schubert,  who 
chairs  a  NIST/USCEA  steering  group 

"It  increases  the 

confidence  for 

everybody"  who 

makes  and  uses 

radiopharmaceuticals. 

that  sets  the  agenda  for  the 
collaboration.  "It  increases  the 
confidence  for  everybody"  who  makes 
and  uses  radiopharmaceuticals,  adds 
Michael  S.  Mosley,  a  quality  control 
and  government  affairs  specialist  at 
Syncor  International  Corp.,  the 
country's  fastest  growing  "nuclear 
pharmacy." 

That  confidence  level  has  contributed 
to  the  ascent  of  radiopharmaceuticals 
both  as  a  standard  part  of  medical 
practice  and  as  big  business, 
say  Schubert,  Mosley,  and  others 
in  the  industry.  Each  year,  U.S. 
doctors  perfonn  over  7  million 
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diagnostic  procedures  using 
radiopharmaceuticals.  About  one 
out  of  every  four  patients  entering 
hospitals  undergoes  some  fomi  of 
radioactive  diagnostic  or  therapeutic 
procedure.  Many  cardiac  patients 
undergo  the  thallium-201  stress  test, 
which  allows  doctoR  to  image  the 
damaged  heart  for  guidance  in 
treating  heart  patients.  The  market 
for  radiopharmaceutical  preparations 
now  approaches  $1  billion. 

When  the  NIST/USCEA  collaboration 
began  in  1973,  there  were  no 
standards  for  thiee  out  of  four 
radiopharmaceuticals  then  available, 
nor  were  there  uniformly  adopted 
protocols  by  which  instruments  in 
different  places  were  calibrated  even 
when  standards  were  available.  These 
and  other  measurement  problems 
slowed  Food  and  Drug  Administration 
approval  of  new  drugs  and  led  to 
disputes  between  vendors  and  buyers 
of  radiopharmaceuticals  since  prices 
are  detennined  not  by  weight  but  by 
the  amount  of  radioactivity  sold. 


"Participation  in  the 

program  and  having 

radiopharmaceuticals 

[whose  activities 

are]  traceable  to 

NI5T  standards 

gives  member 

companies  a 

competitive 

advantage." 

Out  of  the  collaboration  so  far  have 
come  25  new  Standard  Reference 
Materials  (SRMs),  which  are 
distributed  as  small  sealed 
ampoules  containing  specific 
radiophannaceuticals  with 
NIST-certified  amounts  of 
radioactivity.  Vendors  and  buyers  use 
these  to  calibrate  their  own 
measurements.  Among  these  SRMs, 
which  are  prepared  and  certified  by 
three  scientists  at  NIST  who  are 
supported  by  a  fee  paid  by  member 
companies,  are  standards  for 
thallium-201;  iodine-131,  an  agent 
for  diagnosing  and  treating  thyroid 
problems;  and  technetium-99m, 
wtich  is  used  in  procedures  such  as 
imaging  brain  tissue. 


Besides  the  collaboration's  intangible 
payoff  in  the  form  of  product  and 
industry  confidence,  the  NIST-made 
SRMs  have  a  more  direct  impact  on 
companies'  bottom  lines.  "If  a 
company  went  out  and  developed 
these  on  its  own,  you  are  talking 
maybe  $1  million,"  estimates  Felix 
Killar,  director  of  Nuclear  Programs 
for  USCEA.  "Participation  in  the 
program  and  having 
radiopharmaceuticals  [whose 
activities  are]  traceable  to  NIST 
standards  gives  member  companies  a 
competitive  advantage." 
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Steel.  It  is  the  strength  and  stability  of 
skyscrapers  and  bridges  spanning 
miles.  It  is  the  stuff  of  machine  tools 
and  mass  manufacturing.  It  is  the 
material  of  this  century's  two 
gargantuan  war  efforts.  It  is  big,  big 
business.  In  1991,  the  U.S.  steel 
industry  sold  $27.3  billion  worth  of 
material  and,  even  after  dramatically 
paring  back  its  workforce,  employed 
over  180,000  at  83  companies  that 
shipped  78.8  million  tons  of  steel. 

From  the  early  years  of  the  century, 
the  National  Institute  of  Standards 
and  Technology  (known  as  the 
National  Bureau  of  Standards  until 
1988)  has  been  woven  intimately  into 
the  evolutionary  process  by  which 
steel  has  become  one  of  the  most 
reliable,  most  used,  and  most 
important  materials  of  the  age.  Basic 
steel  is  made  from  iron  whose  normal 
carbon  content  of  4  percent  or  so  by 
weight  is  reduced  to  usually  less  than 
1  percent  and  whose  properties  are 
extremely  sensitive  to  precise 
differences  in  composition.  Special 
alloys  depend  on  specific  additions 
of  other  elements  such  as  chromium 
for  stainless  steel,  or  chromium, 
tungsten,  and  vanadium  for 
particularly  hard  tool  steels.  The 
central  challenge  of  the  industry  is  to 
produce  the  desired  amount  of  steel 
with  the  specified  properties  with  the 
greatest  possible  efficiency. 

To  some  industry  representatives,  the 
most  consistent  and  cnicial  kind  of 
assistance  that  NIST  has  lent  comes 
in  the  form  of  Standard  Reference 
Materials,  or  SRMs  as  they  are  known 
in  the  trade.  NIST  ships  over  125 
steel-related  SRMs  that  manu- 
facturers use  for  calibrating 
instruments  and  validating  in-house 


measurements  of  their  products' 
chemical  composition  and  physical 
properties  such  as  hardness  and 
electrical  resistivity.  Most  of  the 
steel-related  SRMs  are  chips,  disks, 
powders,  or  rods  of  steel  alloys  whose 
chemical  composition  has  been 
measured  with  exceptional  precision 
and  accuracy. 

In  1993  alone,  NIST  shipped  5,963 
SRMs  related  to  the  chemical 
composition  of  steel  alloys.  These 
SRMs  are  as  central  to  a  steel 
company's  operations  as  a  tape 
measure  is  to  a  carpenter.  "We  use 
these  things  [SRMs]  every  day,"  says 
Thomas  Dulski,  a  senior  analytical 
chemist  at  Carpenter  Technologies 
Corp.,  a  century-old  specialty  steel 
company  in  Reading,  Pa.,  which 

"It  would  be  a 

different  and  lesser 

industry  if  it  had 

not  been  for  NIST." 

supplied  steel  cables  to  the  Wright 
Brothers  and  now  specializes  in 
high-end  steel  alloys  for  such  things 
as  surgical  implants  and  parts  for  air 
bag  systems.  "I  have  worked  in  the 
industry  for  30  years  and  I  could  not 
imagine  the  last  30  yeare  without 
[SRMs  and]  interaction  with  NIST.  It 
would  be  a  different  and  lesser 
industry  if  it  had  not  been  for  NIST" 

Makers  of  huge  volumes  of  basic  steel 
rely  just  as  heavily  on  NlST's  SRMs, 
notes  Dulski,  who  also  is  chainnan  of 
the  steel  analysis  committee  of  ASTM 
(American  Society  for  Testing  and 
Materials) ,  a  voluntary  standards 
organization  through  which 
industries  develop  consensus  on 
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technical  issues  such  as 
manufacturing  and  testing  practices. 
"Without  those  SRMs,  their  operations 
would  be  virtually  impossible," 
Dulski  notes. 

The  NIST  connection  with  the  steel 
industry  reaches  nearly  as  far  back  as 
NIST's  creation  by  Congress  in  1901 
when  the  steel  industry  was  still 
maturing  from  its  industrial  roots  a 
few  decades  earlier. 

At  the  time,  railroad  accidents  were 
occurring  at  a  rate  of  over  4,000  each 
year,  causing  an  annual  average  of 
almost  13,000  deaths  and  injuries 
between  1902  and  1912.  The  blame,  it 
seemed,  rested  with  broken  rails, 
wheels,  flanges,  and  axles  pushed  to 
failure  by  a  combination  of  excessive 
loads,  inadequate  maintenance,  and 


The  steel  industry 

Y\ovj  regularly 

Interacts  with  NIST 

via  cooperative 

research 
arrangements, 
consortia, 
workshops,  trouble- 
shooting sessions, 
and  other 
collaborative 
mechanisms. 

inferior  iron  and  steel.  Besides 
subjecting  specimens  from  railroad 
disasters  to  chemical,  mechanical, 
and  microscopic  investigations  to 
uncover  the  bases  for  good  and  bad 
metal,  NIST  began  supplying  the 
steel  industry  with  some  of  the  first 
"standard  materials,"  which 
companies  used  to  better  control  the 


properties  of  their  products.  That  was 
the  start  of  an  extended  relationship 
between  NIST  and  the  steel  industry, 
which  Dulski  says  only  becomes  more 
critical  and  diverse  today.  Besides 
using  SRMs,  the  steel  industry  now 
regularly  interacts  with  NIST  via 
cooperative  research  arrangements, 
consortia,  workshops,  trouble- 
shooting sessions,  and  other 
collaborative  mechanisms  whose 
common  goal  is  to  improve  existing 
technologies  and  to  develop  new  ones. 
It  would  seem  that  this  NIST-industry 
connection  is  as  strong  as  steel. 
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By  the  1980s,  many  industry  and 
government  leadere  in  the  United 
States  fimily  believed  that  a  renewed 
emphasis  on  quality  was  no  longer  an 
option  for  American  companies  but  a 
necessity.  An  ever  growing  world 
market  was,  and  is,  demanding 
quality  goods  and  services.  But  many 
American  businesses  either  didn't 
believe  quality  mattered  for  them  or 
didn't  know  where  to  begin. 

To  accelerate  a  small,  slowly  growng 
U.S.  quality  movement,  the  Malcolm 
Baldrige  National  Quality  Award  was 
established  by  Congress  in  1987  to 
promote  quality  awareness,  to 
recognize  quality  achievements  of 
U.S.  companies,  and  to  publicize 
successful  quality  strategies. 

The  Baldrige  Quality  Award  program, 
developed  and  managed  by  NIST 
with  the  cooperation  and  financial 
support  of  the  private  sector,  has 
proven  to  be  a  highly  successful 
government  and  industry  team  effort. 
Over  the  past  6  years,  the  award 
program  has  encouraged  thousands 
of  U.S.  companies  to  adopt  quality 
improvement  strategies.  According  to 
a  recent  report  by  the  Conference 
Board,  a  private  business  membership 
organization,  "A  majority  of  large 
U.S.  firms  have  used  the  criteria  of  the 
Malcolm  Baldrige  National  Quality 
Award  for  self-improvement,  and  the 
evidence  suggests  a  long-term  link 
between  use  of  the  Baldrige  criteria 
and  improved  business  performance." 

While  quality  management  cannot 
guarantee  success,  the  Baldrige  award 
winning  companies  and  many  others 
believe  that  investing  in  quality  can 
lead  to  outstanding  returns,  both  for 
individual  companies  and  the  country. 


For  example,  Thomas  N.  Kennedy,  an 
executive  with  Solectron  Corp.,  says, 
"We  embraced  the  Baldrige  criteria  in 
1989  and  continue  to  use  it  as  a 
template  for  process  improvement  as 
well  as  for  driving  leadership  and 
employee  involvement  in  all  aspects 
of  quality.  As  a  result,  annual  revenue 
has  increased  over  threefold  in  the 

The  evidence 

suggests  a 

long-term  link 

between  use  of  the 

baldrige  criteria 

and  improved 

business 
performance." 

last  4  years,  from  $130  million  to 
$407  million. ...  Net  income  has 
increased  from  $4.3  million  to 
$14.5  million ...  jobs  have  increased 
from  1,500  to  over  3,700  and 
Solectron's  customer  satisfaction 
index  grew  to  93  percent."  Based  in 
California,  Solectron,  a  1991 
Baldrige  Award  winner,  provides 
manufacturing  services  to  the 
electronics  industry. 

In  the  early  1980s,  senior 
management  at  Ames  Rubber  Corp. ,  a 
1993  Baldrige  Award  winner,  realized 
that  the  international  marketplace 
was  changing  dramatically.  The 
New  Jersey  company  of  about 
450  employees  produces  rubber 
rollers  for  office  machines  and  highly 
specialized  automotive  parts.  Even 
though  the  firni  was  doing  well  both 
in  Europe  and  the  United  States,  its 
customers  were  demanding  products 
that  met  more  exacting  quality 
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requirements  at  lower  prices.  Offshore 
competition  was  emerging,  and  it 
became  evident  that  business  as  usual 
would  not  suffice. 

With  help  from  Xerox  Corp.,  its  prime 
customer,  Ames  Rubber  instituted  a 
new  work  process  in  1987  based  on 
quality  management.  Their  success 
can  be  measured  by  a  3-year, 
48-percent  increase  in  productivity,  a 
defect  rate  that  has  plummeted  from 
30,000  parts  per  million  in  1989  to 
just  1 1,  and  savings  from  teammate 
ideas  of  over  $1.2  million  in  1993 
alone. 

Eastman  Chemical  Co.  also  looked  to 
quality  management  as  a  way  of 
getting  back  on  track  after  losing 
market  share  of  a  major  product  in 
the  late  1970s.  Employing  over 
17,000,  the  company  used  the 
Baldrige  Award  criteria  to  help  define 
its  quality  culture  and  regain  its 
competitive  edge. 


The  three 

publicly  traded 

whole  company 

Baldrige  winners 

outperformed  the 

Standard  &  Fbor's 

500  from  the  time 

they  won  through 

Sept.  30, 1993,  by  a 

factor  of  3.6  to  1. 

Eastman  Chemical  is  indeed 
competitive.  For  the  past  4  years,  over 
70  percent  of  its  worldwide  customers 
have  ranked  Eastman  as  their 
number  one  supplier.  Of  the  five 
factor?  customers  believe  are  most 
important — product  quality,  product 
uniformity,  supplier  integrity,  correct 
delivery,  and  reliability — Eastman 
has  been  rated  outstanding  for 
the  past  7  years.  And,  quality 
management  helped  the  company 
reduce  the  time  to  bring  a  new 
product  to  market  by  50  percent 
since  1990. 


Says  company  president  Eamie 
Deavenport,  "Eastman,  like  other 
Baldrige  winners,  didn't  apply  the 
concepts  of  total  quality  management 
just  to  win  an  award.  We  did  it  to  win 
customers.  We  did  it  to  grow.  We  did  it 
to  prosper  and  to  remain  competitive 
in  a  world  marketplace." 

Other  Baldrige  winners  have  similar 
t  stories: 

♦  At  Federal  Express  Corp.,  a  1990 
winner,  ideas  from  Quality  Action 
Teams  have  saved  the  company 
almost  $29  million. 

♦  At  1988  winner  Globe 
Metallurgical,  exports  have  grown 
from  2  percent  to  20  percent  of  sales 
from  1988  to  1992,  while  overall  sales 
grew  by  24  percent. 

♦  Customer  accounts  at  Granite 
Rock  Co.,  a  1992  winner,  have 
increased  38  percent  from  1989 
through  mid-1993. 

♦  According  to  an  article  in  the 
Oct  18,  \J)%  Business  Week,  the 
three  publicly  traded  whole  company 
Baldrige  winners  outperformed  the 
Standard  &  Poor's  500  from  the 
time  they  won  through  Sept.  30, 1993, 
by  a  factor  of  8.6  to  1. 
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Dr.  Prabhakar.  I  think  that  it  is  useful  to  look  at.  NIST  is  actu- 
ally a  portfolio  of  different  tools,  different  mechanisms  focused  on 
serving  our  industries  in  this  country. 

NIST  LABORATORIES 

Let  me  just  describe  those  to  you.  The  first  of  those  is  our  NIST 
laboratories — the  old  Bureau  of  Standards  and  this  part  of  our 
business  is  something  we  have  been  doing  for  nearly  100  years.  We 
recently  found  a  time  capsule  from  our  building  that  used  to  be  at 
Connecticut  Avenue  and  Van  Ness  Street  here  in  Washington.  It 
was  a  time  capsule  from  1916,  and  in  it  we  found  a  certificate  for 
a  standard  reference  material  we  made  at  that  time  to  support  the 
steel  industry.  It  is  a  steel  alloy,  and  this  is  a  similar  standard  ref- 
erence material  that  we  make  today, 

I  think  it  really  exemplifies  what  the  purpose  of  the  laboratory 
really  is.  The  goal  here  is  to  provide  the  kind  of  infrastructural 
technology,  the  measurement  technologies  that  every  company 
needs  to  do  its  job,  but  no  company  could  recoup  the  benefit  from 
it  if  they  were  to  make  the  investment  by  themselves. 

So  in  the  same  way  that  we  provided  this  kind  of  technology  in 
the  early  part  of  the  century,  you  can  imagine  that  the  techno- 
logical complexity  of  what  we  now  need  to  do  to  serve  our  industry 
in  that  fashion  is  significantly  greater. 

This  is  a  standard  reference  material  that  we  issued  recently.  It 
is  an  optical  fiber  diameter  standard  reference  material,  and  what 
it  does  is  allow  the  manufacturers  of  optical  fibers  in  this  country — 
the  people  who  are  building  the  wires  that  are  going  to  make  part 
of  our  national  information  infrastructure — to  control  very  accu- 
rately the  diameter  of  their  fibers. 

This  was  a  problem  they  had  in  manufacturing.  They  were  being 
beaten  by  their  overseas  competitors  because  of  a  lack  of  ability  to 
control  that  process.  And  they  now  tell  us  that  with  the  use  of  this 
standard  reference  material,  they  have  gained  a  clear  competitive 
advantage.  Those  are  their  words.  And  I  think  that  is  a  very  com- 
pelling example  of  the  kind  of  work  that  we  do  in  our  laboratories. 

Our  budget  request  for  the  laboratories  is  $316  million  for  fiscal 
year  1995.  It  is  up  about  $90  million.  In  addition,  there  is  a  budget 
request  for  $100  million  to  support  construction  of  research  facili- 
ties. This  is  part  of  the  multiyear  activity  that  you  all  have  sup- 
ported in  the  past,  and  its  goal  is  to  make  sure  that  we  have  the 
facilities  and  the  capabilities  to  provide  these  kinds  of  services  to 
American  industry  to  keep  up  with  the  technological  complexity  in 
that  endeavor.  These  funds  will  renovate  our  facilities  in 
Gaithersburg  and  in  Boulder,  Colorado. 

ADVANCED  TECHNOLOGY  PROGRAM 

That  is  our  traditional  core.  We  have  a  group  of  new  programs 
that  began  when  we  became  NIST  in  the  late  1980s.  One  of  those 
is  the  Advanced  Technology  Program,  and  the  mechanism  here  is 
to  fund  high-risk  projects  in  companies  on  a  cost-share  basis  to  ex- 
tend the  reach  of  private  R&D  dollars  to  do  things  that  really  can't 
be  done  with  private  dollars  alone. 

This  is  an  interesting  example  from  one  of  our  ATP  award  win- 
ners. This  is  a  laser  diode.  It  is  a  much  more  sophisticated  version 
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of  what  you  find  in  your  CD  player  at  home.  This  is  a  product  that 
they  developed.  They  paid  for  the  product  development;  that  is  not 
the  job  of  our  dollars. 

What  we  did  with  them  was  cost-share  the  development  of  the 
technology  base.  We  were  actually  helping  to  define  the  tech- 
nologies that  were  going  to  help  them  make  an  even  more  ad- 
vanced version  of  this.  But  as  we  went  along  and  they  saw  the 
technology  opportunities,  they  realized  that  they  could  make  this 
product  for  laser  printing  and  optical  recording  purposes,  so  this 
became  a  spin-off,  a  product  opportunity  that  they  would  not  have 
identified  without  looking  at  these  new  technologies  that  we  helped 
them  fund  through  ATP. 

I  think  that  is  an  interesting  early  demonstration  of  the  kinds 
of  doors  that  we  can  open  with  ATP.  This  program  has  been  oper- 
ating in  a  pilot  stage  in  its  early  years. 

Last  year's  appropriation  of  $199  million  was  the  first  real  in- 
crease in  the  program.  And  I  think  in  its  earliest  days,  the  program 
laid  a  very  solid  base,  a  very  rigorously  competitive  program  that 
is  closely  coupled  with  American  industry.  I  think  the  framework 
has  been  in  place. 

With  the  first  major  increase  that  we  received  last  year,  we  have 
begun  to  lay  in  place  a  scale-up  strategy.  The  essence  of  the  strat- 
egy is  to  ask  industry  to  help  us  define  strategic  focus  areas  for 
ATP  funds. 

That  process  is  well  underway,  and  the  engagement  with  indus- 
try is  very  rich  and  very  productive.  This  year  we  are  requesting 
$451  million  for  ATP,  and  that  will  get  us  well  on  our  way  to  the 
President's  goal  of  a  national  program  of  about  $750  million  by 
1997. 

Manufacturing  extension  is  the  third  tool  in  our  bag  of  tricks. 
This  is  a  completely  different  business.  Here  we  are  trying  to  pro- 
vide access  to  information  and  expertise  for  small  manufacturers 
around  the  country  as  they  try  to  upgrade  their  capabilities  and  be- 
come more  competitive. 

This  is  an  example  of  a  component  made  by  one  of  our  client 
companies,  a  company  named  Prime  Tube,  Incorporated,  in  Michi- 
gan. It  is  basically  a  company  that  buys  tubes,  cuts  them  into 
pieces,  shapes  them,  adds  value  to  tubes,  and  then  sells  them  to 
automobile  manufacturers.  This  is  something  that  goes  into  a 
Dodge  van  steering  column.  And  this  is  a  company  that  has  about 
20  employees. 

Its  president  tells  me  that  today  they  would  not  exist  if  they 
hadn't  gotten  assistance  from  the  Manufacturing  Technology  Cen- 
ter in  Michigan,  close  to  where  they  operate.  We  were  able  to  help 
them  become  much  more  efficient  in  their  manufacturing  oper- 
ations by  rearranging  their  shop  flow,  integrating  new  tools,  and 
it  is  that  kind  of  industrial  engineering  practice  that  is  the  essence 
of  what  we  are  doing  in  manufacturing  extension. 

This  program,  like  ATP,  has  been  operating  at  a  pilot  stage  for 
several  years.  We  have  seven  centers  that  were  established  in  the 
early  years  of  the  program.  Last  year  in  particular,  by  working 
with  ARPA  on  the  Technology  Reinvestment  Project,  we  have  been 
able  to  begin  the  steep  climb  now  to  try  to  build  a  national  network 
of  100  manufacturing  centers,  which  is  our  goal  by  1997. 
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At  the  end  of  this  year,  we  will  have  35  centers  in  operation,  and 
with  the  fiscal  year  1995  request,  our  direct  appropriation  com- 
bined with  continuing  support  through  the  TRP  dollars  from 
ARPA,  should  be  at  over  60  centers.  So  we  will  be  well  on  our  way 
to  the  goal  of  100  centers. 

I  think  this  program  is  a  very  interesting  example  of  a  new 
mechanism,  something  we  have  never  really  done  in  R&D  before, 
but  reaching  out  to  help  companies  implement  technologies  and 
really  msike  a  competitive  advantage  come  out  of  that. 

MALCOLM  BALDRIGE  NATIONAL  QUALITY  AWARD 

The  fourth  tool  in  our  portfolio  at  NIST  is  the  Malcolm  Baldrige 
National  Quality  Award,  and  while  it  doesn't  fund  technical  work 
in  the  way  that  these  other  programs  do,  I  think  it  is  an  important 
example  of  what  you  can  do  by  holding  out  the  best  examples  of 
quality  practices  and  using  that  to  spread  the  quality  philosophy 
throughout  the  community. 

This  is  a  circuit  board  that  is  made  by  Selectron.  That  is  a  com- 
pany that  won  a  Baldrige  award  in  1991.  They  provide  manufactur- 
ing services  for  the  electronics  industry.  They  are  located  out  in 
Califomia.  That  company  has  gone  through  enormous  growth  as  an 
organization  since  1991  when  they  won  the  award.  At  that  time, 
they  employed  1,500  people.  Today  they  employ  3,700  people. 

The  president  of  that  company  says  the  major  reason  they  were 
able  to  go  through  that  kind  of  growth  was  that  they  focused  their 
processes  and  improved  their  capabilities  by  using  the  Baldrige 
award  criteria.  And  thousands,  if  not  millions,  of  others  have  used 
those  criteria,  even  if  they  haven't  applied  for  the  award.  So  I  think 
that  has  been  an  important  contribution. 

We  are  requesting  $6.9  million  in  the  budget  for  the  Baldrige 
.Award  Program  in  fiscal  year  1995.  That  will  serve  to  continue  the 
current  programs  and  also  to  explore  the  expansion  of  the  Baldrige 
award  to  two  new  categories,  in  education  and  health  care. 

I  think  the  first  part  of  our  overall  strategy  is  that  we  have  the 
programs  in  place,  we  are  fully  engaged  with  the  industry,  and 
things  are  working  and  producing  value  today.  I  think  that  is  criti- 
cal. 

We  also  have  done  some  real  soul  searching  about  the  fundamen- 
tal issue  in  this  business  of  civilian  technology.  As  I  indicated,  we 
are  really  beginning  a  strategic  shift  in  how  we  are  spending  our 
Federal  R&D  dollars  and  since  it  is  a  new  job,  we  felt  it  was  very 
important  to  look  at  the  underlying  questions.  First,  how  do  you 
spend  the  taxpayer  dollar,  and  second,  when  you  have  spent  it,  how 
do  you  measure  the  results? 

To  address  those  questions,  we  recently  wrote  a  document  called, 
"Setting  Priorities  and  Measuring  Results  at  the  National  Institute 
of  Standards  and  Technology."  It  describes  our  processes  for  these 
two  fundamental  questions  for  the  labs,  ATP,  manufacturing  exten- 
sion and  the  Baldrige  Award,  and  I  would  like  to  offer  this  as  well 
for  the  record,  if  I  might,  Mr.  Chairman. 

Mr.  Smith.  Fine. 

[The  information  follows:] 
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Accelerated  development,  com- 
mercialization, and  adoption 
of  technolog)'  are  key,  driving 
elements  of  the  Clinton  Administra- 
tion's plan  to  foster  long-term  eco- 
nomic growth  that  benefits  all  U.S. 
citizens.  The  Administration's  strategy 
of  making  direct,  purposeful  invest- 
ments to  prime  industry's  wealth-  and 
job-creating  pump  of  innovation  and 
commercialization  is  moving  federal 
technology  policy  in  new  directions 
and  toward  new  horizons. 

A  "grand  experiment"  has  begun,  one 
in  which  industry  and  government 
are  collaborating  as  willing  partners 
in  responding  to  unprecedented  tech- 
nological challenges  and  opportuni- 
ties. Past  federal  investments  in 
science  and  technology  helped  to 
bring  an  end  to  the  Cold  War  and  to 
make  the  United  States  the  world 
leader  in  science.  To  repeat  this  suc- 
cess in  the  arena  of  global  economic 
competition,  the  federal  government 
must  tightly  couple  its  technology 
programs  to  U.S.  industry's  goals  and 
priorities,  and  it  must  work  closely 
with  the  private  sector  to  accomplish 
technological  and  economic  objec- 
tives that  will  pay  dividends  to  die 
entire  nation. 


FOREWORD 

This  widely  recognized  imperative — 
diat  of  effectively  linking  the  comple- 
mentary technology  activities  of 
government  and  industry — evokes 
two  key  questions  that  warrant 
thorough,  thoughtful  responses.  First, 
how  does  the  federal  government 
select  where  to  invest  public  resources 
and,  second,  how  do  we  measure  the 
results  of  our  investments  in  technol- 
ogy development  and  application? 

This  paper  presents  how  we  at  the 
Commerce  Department's  Technology 
Administration  are  addressing  these 
important  questions  for  the  National 
Institute  of  Standards  and  Technology 
(NIST).  It  describes  how  NIST's  four 
major  programs — the  Advanced  Tech- 
nology Program,  laboratory  R&D,  the 
Manufacturing  Extension  Partner- 
ship, and  die  Malcolm  Baldrige 
National  Quality  Award  program — 
set  priorities,  evaluate  performance, 
and  measure  economic  impact.  The 
issues  addressed  in  diis  paper  cannot 
be  reduced  to  simple  formulas  that 
yield  unambiguous,  quantitative 
answers,  or  fixed  coordinates  diat  lock 
in  a  course  for  NIST  programs.  But,  in 
addressing  these  questions,  we  can 
identify  ways  to  improve  how  we  do 
our  job  and  to  increase  the  effective- 
ness of  NIST  programs. 


Judgments  are  an  inherent  part  of  the 
process  of  setting  priorities  and  meas- 
uring results,  but  these  judgments 
must  be  guided  by  comprehensive 
qualitative  and  quantitative  informa- 
tion that  captures  customers'  needs 
and  accurately  portrays  how  effi- 
ciently and  effectively  NIST  is  respond- 
ing to  those  needs.  Therefore,  efforts 
to  develop  better  processes  and  metrics 
are  fundamental  to  accomplishing 
NIST's  objectives  of  continuously  im- 
proving and  increasing  the  value  of 
our  programs. 

This  paper,  which  has  benefited  from 
our  discussions  with  many  govern- 
ment and  industry  experts,  has  been 
prepared  to  promote  discussion  and 
invite  constructive  criticism  from  in- 
dustry, academia,  government  agen- 
cies, and  odieis  with  a  role  in  civilian 
technology.  Therefore,  we  pose  a  ques- 
tion to  our  readers:  How  can  NIST  im- 
prove its  processes  for  setting  priorities 
and  measuring  results?  We'd  really 
like  to  benefit  from  your  thinking.  So, 
please  send  us  your  comments. 


',<^ 


Mary  Good  ( 

Under  Secretary  for  Technology,  DOC 


Oyf^ 


Arati  Prabhakar 
Directoi;  NIST 
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SETTING  PRIORITIES  AND 
MEASURING  RESULTS 

Growing  appreciation  of  technology's  pivotal  economic  role  is  leading  to 
changes  in  federal  R&D  investment  strategies.  The  Clinton  Administra- 
tion aims  to  accelerate  technology  development  and  application  as  part 
of  a  national  effort  to  foster  long-tenn  economic  growth  that  creates  new  high- 
quality  jobs,  builds  new  industries,  and  improves  the  U.S.  standard  of  living.  With 
strong  support  in  Congress  and  industry,  the  Administration  advocates  direct,  pur- 
poseful investment  in  commercially  relevant  technologies.  Moreover,  the  new  pol- 
icy assigns  the  federal  government  to  the  role  of  partner  to  industry — as  well  as 
to  labor  and  academia — in  working  to  catalyze  and  facilitate  technology  devel- 
opment, application,  and  adoption.  An  operational  aim  is  to  focus  and  leverage 
federal  expenditures  so  that  relatively  small  investments  yield  meaningful 
economic  benefits  for  the  nation. 

Like  the  post-World  War  II  decisions  that  successfully  aligned  federal  R&D  spend- 
ing with  defense  and  other  national  needs,  today's  policy  decisions  are  reckoning 
with  new  circumstances  wrought  by  the  end  of  the  Cold  War,  intensifying  global 
economic  competition,  the  rapid  diffusion  of  discoveries  and  innovations  across 
international  borders,  and  the  increasing  technological  intensity  of  modem 
manufacturing  and  service  industries. 

This  transition  in  federal  technology  policy  is  occurring  during  a  period  of  con- 
strained federal  budgets,  prompting  two  frequently  asked  questions:  First,  how  do 
agencies  with  technology  programs  identify  and  select  areas  warranting  invest- 
ment of  federal  resources?  Second,  how  do  agencies  measure  the  results  of  their 
technology  investments  and  ascertain  whether  these  investments  are  yielding 
their  anticipated  national  benefits? 

The  Mission  and  Role  of  NIST 

These  questions  are  especially  relevant  to  the  National  Institute  of  Standards  and 
Technology,  part  of  the  Commerce  Department's  Technology  Administration.  The 
Clinton  Administration  has  assigned  NIST  to  an  important  role  in  its  plans  to 
help  U.S.  industry  to  improve  its  development,  commercialization,  and  adoption 
of  new  technology. 

NIST's  explicit  mission  is  to  promote  U.S.  economic  growth  by  working  with  in- 
dustry to  develop  and  apply  technology,  measurements,  and  standards.  [See  box 
on  next  page,  NIST  in  the  Context  of  Federal  R&D.] 


An  operational  aim  is 
to  focus  and  leverage 
federal  expenditures 
so  that  relatively 
small  investments 
yield  meaningful 
economic  benefits 
for  the  nation. 
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The  agency's  portfolio 

of  programs  features 

four  approaches  to 

carrying  out  its 

mission  and  serving 

U.S.  industry. 


Under  this  mission,  unique  among  federal  agencies,  NIST's  direct  customer  is 
U.S.  industry,  which,  in  turn,  is  the  means  to  accomplishing  the  agency's  ulti- 
mate objective  of  fostering  sustained  economic  growth  that  benefits  U.S.  citizens. 
The  agency's  portfolio  of  programs  features  four  approaches  to  carrying  out  its 
mission  and  serving  U.S.  industry: 

♦  an  Advanced  Technology  Program  (ATP)  that  invests  in  cost-shared 
projects  in  companies  to  develop  enabling,  high-payoff  technologies 
that  otherwise  would  not  be  pureued  because  of  technical  risks  and 
other  obstacles  that  discourage  private  investment; 

♦  laboratory  research  programs  focused  on  meeting  U.S.  industry's  in- 
frastructural  technology  needs,  including  standards,  measurements 
and  measurement  technologies,  evaluated  data,  manufacturing 
process  models,  product-performance  tests,  and  quality-assurance 
techniques; 

♦  a  Manufacturing  Extension  Partnership  (MEP)  that  is  scaling  up  to  a 
cost-shared,  integrated,  nationwide  network  of  over  100  manufactur- 
ing extension  centers  to  help  small  and  medium-sized  manufacturers 
to  modernize  their  production  capabilities;  and 

♦  the  Malcolm  Baldrige  National  Quality  Award  program  that  provides 
criteria  for  assessing  quality  management  and  competitiveness  and 
sharing  information  on  successful  strategies. 

NIST  in  the  Context  of  Federal  R&D 

The  Clinton  Administration  has  begun  to  make  a  clear  transition  in  technol- 
ogy policy.  It  is  moving  the  government  fiom  the  four-decade-old  R&D  policy 
based  on  post-Worid  War  II  priorities  to  a  policy  that  specifically  includes  an 
investment  strategy  designed  to  strengthen  America's  industrial  competitive- 
ness. NIST's  programs  are  one  important  part  of  this  transition. 

The  federal  government  is  responding  to  global  economic  changes  by: 

♦  Direct  investment  in  civilian  technology  for  economic  growth. 
NIST  is  the  part  of  the  federal  R&D  investment  that  focuses 
explicitly  on  this  mission. 

♦  Increased  emphasis  on  directing  defense  R&D  toward  a  dual-use 
technology  base.  The  Defense  Department's  Advanced  Research 
Projects  Agency  has  led  technology  efforts  to  foster  the  growth  of 
an  integrated  industrial  base  that  is  economically  conqietitive 
and  able  to  meet  military  needs.  This  approach  is  now  e}q)anding 
to  other  parts  of  the  drfense  investment 
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NIST  aims  to  be  a  strong  partner  to  U.S.  industry.  Over  nine  decades  of  working 
with  U.S.  companies,  its  laboratories  have  developed  a  culture  of  cooperation. 
Indeed,  a  recent  report  by  the  Council  on  Competitiveness  described  the  NIST 
laboratories'  process  of  working  cooperatively  with  industry  as  "the  most  stream- 
lined of  all  and  is  perhaps  the  best  model  for  other  federal  labs  to  follow. ...  NIST 
is  very  flexible  and  able  to  respond  quickly  to  industry's  inquiries  without  bureau- 
cratic interference."  This  traditional  culture  is  the  base  upon  which  NIST  will 
build  to  meet  its  new  challenges. 


Need-Focused  Priorities, 
Results-Driven  Measures 

NIST  programs  are  guided  by  measurement  and  evaluation  s\'stems  that  the 
agency  uses  as  it  sets  priorities,  evaluates  operational  performance,  and  assesses 
near-  and  long-term  returns  on  agency  investments  and  activities.  Priorities  are 
set  and  results  are  measured  on  the  basis  of  benefits  realized  by  U.S.  industry. 

Conferences  and  workshops  regularly  convened  by  NIST  are  among  a  variety  of 
tools  that  the  agency  uses  to  identify  industry's  high-priority  technology  needs. 
Industry  input  helps  to  set  the  direction  and  emphasis  of  NIST  programs,  and  it 
encourages  industries  and  individual  companies  to  sh^  and  participate  in  new 
initiatives.  One  result  of  this  process  is  high  levels  of  industrial  participation  in 
NIST  programs;  another  is  solid  agreement  on  technical  objectives. 

♦  Increased  industry  access  to  commeicially  useful  technology 
developed  in  government  laboratories  for  other  purposes.  The 
Department  of  Energy  and  the  National  Aeronautics  and  Space 
Administration,  for  example,  are  working  to  leverage  their  labora- 
tory investments  for  economic  benefit. 

♦  Maintaining  a  strong  commitment  to  basic  science.  A  healthy  and 
productive  national  science  base — -the  world's  best — ^will  con- 
tinue to  be  a  critical  source  for  future  technological  progress.  The 
National  Science  Foundation  and  the  National  Institutes  of 
Health  are  key  players  in  this  endeavor. 

In  the  context  of  these  new  directions  in  federal  technology  policy,  NIST  has 
an  important,  tightly  focused  role  to  play.  As  the  NIST  budget  grows,  the 
agency's  share  of  funding  wiU  increase  but  will  still  remain  a  small  fraction 
of  overall  R&D  spending:  less  than  two  percent  of  the  federal  allocation  and 
less  than  one  percent  of  the  nation's  total  R&D  expenditures.  Working  in  part- 
nership with  industry  and  coordinating  closely  with  other  federal  technology 
agencies,  NIST  can  contribute  significandy  to  the  national  effort  to 
accelerate  the  benefits  of  technology  for  economic  growth. 


"NIST  is  very  flexible 
and  able  to  respond 
quickly  to  industry's 
inquiries  without 
bureaucratic  interference. 
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The  strategy  is  to  build 

on  NIST's  proven 

approaches  for  working 

with  industry  and  to 

achieve  scale-up  with 

minimum  staff  growth  and 

bureaucratic  overhead. 


NIST  seeks  and  relies  on  industry  input  on  the  direction  and  content  of  its  pro- 
gram at  several  levels  of  organization.  For  example,  the  Visiting  Committee  on 
Advanced  Technology,  a  nine-member  advisory  body  that  traces  its  origins  to  the 
founding  of  the  agency  in  1901  and  is  composed  largely  of  industry  repre- 
sentatives, meets  quarterly  to  review  the  pohcies,  budget,  organization,  and 
programs  of  the  Institute.  Indicative  of  the  committee's  oversight  are  a  1992 
evaluation  of  NIST's  strategic  planning  process,  subsequent  reviews  of  the  strate- 
gic plans  of  several  laboratories,  and  a  1993  study  of  the  strategic  direction  of  the 
Advanced  Technology  Program.  In  addition,  each  of  NIST's  eight  intramural 
laboratories  undergoes  annual  performance  assessments  by  independent  panels 
of  experts  from  industry  and  academia,  convened  by  the  National  Research 
Council. 

Continuous  Improvement 

Like  any  organization  aspiring  to  world-class  status,  NIST  must  critically  evalu- 
ate itself  and  scrutinize  its  programs  through  the  eyes  of  its  customers.  Likewise, 
systems  and  mechanisms  for  setting  priorities,  evaluating  performance,  and 
measuring  impacts  must  be  continually  strengthened  and  improved,  paving  the 
way  for  improvements  in  the  quality  and  content  of  programs  and  services. 


Scaling  Up,  Managing  Growth 

President  Clinton's  economic  plan  calls  for  increasing  NlSTs  total  budget 
from  $384  million  in  FY  1993  to  $1.4  billion  in  FY  1997.  While  the  total  NIST 
investment  will  still  be  a  small  fraction  of  the  federal  R&D  budget,  the  growth 
represents  a  significant  challenge  for  NIST  to  scale  up  rapidly  \rfiile  maintain- 
ing the  quality  of  its  activities.  The  agency  is  meeting  the  challenge  through 
carefully  developed  management  plans.  The  strategy  is  to  build  on  NIST's 
proven  approaches  for  working  with  industry  and  to  achieve  scale-up  with 
minimum  staff  growth  and  bureaucratic  overhead. 

TWo  programs  will  account  for  more  than  half  of  the  expected  increase  in 
the  agency's  budget  dirough  1997.  The  ATP  vnll  grow  from  $68  million  in 
FY  1993  to  $750  million  in  FY  1997.  The  MEP  will  increase  from  seven  manu- 
facturing technology  centers  to  a  nationwide  network  of  over  100  extension 
centers.  Both  programs  have  been  pilot  tested,  and  results  attest  to  their  poten- 
tial to  produce  in^rtant  macro-  and  microeconomic  benefits.  From  their 
inception,  the  ATP  and  MEP  have  been  designed  to  be  national  in  scope.  And, 
because  the  funds  in  each  program  are  for  activities  perfomied  in  the  private 
sector,  neither  will  require  large  increases  in  NIST  personnel.  For  FY  1997, 
each  program  will  operate  with  a  total  staff  (rf  under  100  staff  members. 
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The  focus  on  methods  for  setting  priorities,  evaluating  operational  performance, 
and  measuring  results  is  especially  critical  now,  as  the  Administration  proceeds 
with  plans  to  nearly  quadmple  the  NIST  budget  by  1997  and  as  public  expecta- 
tions for  economic  returns  on  the  ^ency's  technology  programs  increase  com- 
mensurately  [See  box  on  Scaling  Up,  Managing  Growth.]  The  ATP  and  MEP  will 
scale  up  rapidly,  growing  from  pilot  projects  to  programs  of  the  size  necessary  to 
achieve  national  economic  impact. 

Each  NIST  program  aims  to  accomplish  objectives  that  depend  significantly  on 
industry's  behavior,  capabilities,  and  commitment.  Measurements  of  perform- 
ance and  impact  are  critical,  the  basis  for  improving  the  effectiveness  and  extend- 
ing the  reach  of  NIST  programs.  Yet,  there  is  little  precedent  in  the  federal 
government — and  inconsistent  results  in  industry — when  it  comes  to  measur- 
ing the  results  of  technology  investments. 

Returns  on  R&D  investments  typically  do  not  begin  to  accrue  until  several  years 
after  research  is  completed.  This  lag  between  expenditures  and  returns — and 
difhision  of  expected  benefits  across  broad  sectors  of  the  economy — makes 
assessments  of  the  economic  impact  of  most  ATP  projects  and  much  of  NIST's 
laboratory-based  R&D  a  long-term  endeavor  Because  economic  effects  can  be 
projected  but  never  known  with  certainty  in  advance,  NIST  must  select  priorities 

Direct  funding  of  NIST  laboratories  will  roughly  double  between  FY  1993  and 
FY  1997,  to  about  $400  million.  This  increase  will  address  a  shortfall  in  na- 
tional capability  that  is  the  result  of  two  trends.  First,  during  the  past  several 
decades,  NISTs  laboratory  budget  has  been  flat  or  eroding  while  new  indus- 
tries— such  as  biotechnology  and  computer  networking — have  emerged  and 
the  technological  complexity  of  established  industries  has  increased.  The  re- 
sult has  been  a  widening  g^  in  our  national  measurement  infrastructure. 
Second,  NIST  laboratories  have  been  heavily  dependent  on  funding  from 
other  government  ^encies:  for  example,  about  25  percent  of  the  NIST  labora- 
tory staff  was  supported  by  Department  of  Defense  funding  in  FY  1993-  As 
direct  appropriations  for  NIST  laboratories  increase,  the  agency  will  be  better 
able  to  re^nd  to  industry  needs  for  infrastructural  technologies.  The  labora- 
tories plan  to  offset  their  heavy  dependence  on  other  agencies'  funding  and 
thus  only  Increase  staff  by  about  10  percent  through  FY  1997. 

The  Malcolm  Baldrige  National  Quality  Award  program  already  has  experi- 
enced dramatic  scale-up  from  its  establishment  in  late  1987  by  Congress  to 
its  first  awards  the  next  year  to  a  full-scale  program  with  national  and  inter- 
national inpact.  With  pressing  needs  to  move  quality  management  princi- 
ples into  the  practices  of  education  and  healthcare  organizations,  NIST  is 
readying  pilot  efforts  leading  to  full-fledged  award  programs  in  1996. 


Each  NIST  program 
aims  to  accomplish 
objectives  that  depend 
significantly  on  industry's 
behavior,  capabilities, 
and  commitment 
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The  need  to  measure 

returns  on  taxpayer 

investments  in  federal 

technology  programs  is  of 

paramount  importance. 


carefully  and  rely  on  measures  of  perfomiance  and  short-  and  intermediate-term 
results  as  it  decides  where  and  how  to  invest  its  resources. 

In  addition,  methodologies  for  measuring  economic  impact  are  still  evolving, 
and  data-collection  efforts  confront  several  obstacles:  the  proprietary  nature  of 
certain  information,  the  necessarily  qualitative  nature  of  some  types  of  impacts 
(for  example,  the  adoption  of  quality  strategies  or  changes  in  the  horizons  and 
composition  of  corporate  research  portfolios) ,  the  high  cost  of  collecting  original 
data,  and  the  difficulty  in  clearly  defining  criteria  for  quantifying  job  creation 
and  job  retention.  Methodological  and  data-collection  issues  notwithstanding, 
the  need  to  measure  returns  on  taxpayer  investments  in  federal  technology  pro- 
grams is  of  paramount  importance,  and  approaches  to  meeting  this  need  warrant 
thoughtful — but  action-oriented — discussion  inside  and  outside  of  government. 
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ADVANCED  TECHNOLOGY 
PROGRAM 

One  of  the  most  innovative  elements  of  the  NIST  technology  strategy, 
the  ATP  invests  directly  in  the  nation's  economic  growth  by  supporting 
enabling  technologies  with  strong  potential  for  U.S.  economic  benefit. 

The  ATP  provides  funds  for  the  early  phases  of  technology  development  through 
cooperative  research  agreements  to  single  businesses  or  industry-led  joint  ven- 
tures and  research  consortia.  There  are  some  legislated  limits.  Awards  to  individ- 
ual companies  may  not  exceed  $2  million,  and  the  projects  must  be  completed 
within  three  years.  Projects  by  joint  ventures  may  run  as  long  as  five  years,  and 
the  ATP  can  fund  up  to  50  percent  of  the  project.  Cost  sharing  is  required  for  all 
projects. 

ATP  projects  are  selected  on  the  basis  of  a  rigorous  competition  that  considers 
both  the  technical  and  business  merits  of  the  proposals.  One  of  the  unique  fea- 
tures of  the  ATP  is  this  review  process,  which  evaluates  the  proposal's  potential 
economic  impact,  the  evidence  that  the  proposer  is  significantly  committed  to 
commercializing  the  results  of  the  project,  and  other  business-related  factors 
affecting  the  likelihood  that  successful  results  will  be  commercialized. 

The  nature  of  the  ATP  poses  unique  challenges  for  effectively  setting  priorities 
and  evaluating  the  results  of  the  program: 

♦  The  potential  ATP  client  base — effectively  all  of  U.S.  industry — is 
huge  and  diverse,  covering  all  areas  of  technology  and  ranging  from 
small  entrepreneurial  start-ups  to  major  multinational  corporations. 
The  ATP  relies  on  substantial  input  from  this  diverse  industrial  base 
to  define  and  implement  its  programs.  The  challenge  is  to  run  a  pro- 
gram that  responds  effectively  to  the  priorities  of  this  heterogeneous 
community. 

♦  The  time  line  for  ATP  payoff  is  relatively  long.  The  ATP  does  not  sup- 
port product  development,  but  rather  the  development  of  key  tech- 
nologies that  enable  innovative  new  or  improved  products,  services, 
and  industrial  processes.  While  the  goal  of  the  ATP  is  to  foster  signifi- 
cant economic  benefits  for  the  United  States,  the  greatest  benefits  will 
flow  ft-om  products,  services,  and  processes  that  will  be  developed 
after  an  ATP  project  itself  is  completed.  The  challenge  is  to  set  up  an 
evaluation  strategy  that  considers  both  the  immediate  performance  of 
the  program  and  its  effectiveness  in  the  long  run. 


The  ATP  relies  on 
substantial  input  from 
this  diverse  industrial 
base  to  define  and 
implement  its  programs. 
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ATP  focused  programs 

will  have  aggressive, 

well-defined  technological 

and  business  goals, 

generally  involving  the 

parallel  development 

of  a  suite  of  interlocking 

R&D  projects. 


Setting  ATP  Priorities 

A  central  tenet  of  the  ATP  since  its  inception  in  1990  always  has  been  that  its 
research  priorities  should  be  set  by  industry  rather  than  the  government.  The 
purpose  of  the  program  is  not  to  impose  government's  judgment  of  the  best 
opportunities  for  commercial  success,  but  rather  to  enable  industry  to  pursue 
certain  high-risk  projects  that,  if  successful,  would  enable  significant  economic 
benefits  for  the  country.  U.S.  industry  invests  tens  of  billions  of  dollare  annually  to 
turn  "technology"  into  products,  profits,  and  jobs.  The  relatively  minor  funding 
from  the  ATP  is  meant  to  extend  industry's  reach,  to  foster  riskier  projects  that 
would  not  be  pursued  by  private  funds  alone. 

During  the  pilot  phase  of  the  ATP,  NIST  held  general  competitions  for  AFP  fund- 
ing, open  to  all  areas  of  technology.  All  project  ideas  come  from  industry.  Candi- 
date projects  are  not  evaluated  on  the  basis  of  what  technology  is  proposed,  but 
on  how  sound  the  proposal  is  within  that  technology  and  on  the  projected  eco- 
nomic impact.  Specifically,  proposals  are  evaluated  on; 

♦  scientific  and  technical  merit; 

♦  the  potential  broad-based  economic  benefits; 

♦  plans  for  eventual  commercialization  of  the  research; 

♦  the  experience  and  qualifications  of  the  proposer;  and 

♦  evidence  of  the  proposer's  level  of  commitment  to  the  project,  and 
clarity  and  appropriateness  of  the  proposer's  management  plan. 

As  it  grows  from  a  pilot  program  to  a  full-scale  activity,  the  ATP  requires  a  more 
sophisticated  approach  to  setting  investment  priorities.  Even  at  the  Administra- 
tion's proposed  funding  level  of  $750  million  per  year  by  1997,  the  ATP  will  repre- 
sent less  than  one-half  of  one  percent  of  the  nation's  R&D  budget.  To  obtain 
maximum  benefit  from  its  investments,  the  ATP  will  devote  the  bulk  of  its  funds 
to  selected,  focused /wo^aw  areas. 

ATP  focused  programs  will  have  aggressive,  well-defined  technological  and 
business  goals,  generally  involving  the  parallel  development  of  a  suite  of  inter- 
locking R&D  projects.  By  managing  groups  of  projects  that  wiU  complement  and 
reinforce  each  other,  the  ATP  will  be  able  to  have  the  greatest  possible  impact  on 
technology  and  the  economy 

The  key  to  this  plan  is  a  system  for  selecting  program  areas  that  retains  the  strong 
industry  orientation  of  the  ATP.  The  approach  is  analogous  to  that  used  inproject 
selection:  let  the  ideas  come  from  industry  and  select  on  the  basis  of  clear  evalu- 
ation criteria. 
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The  criteria  for  selecting  focused  program  areas  for  ATP  investment  resemble 
those  used  for  project  selection: 

♦  potential  for  U.S.  economic  benefit; 

♦  strength  of  the  technical  ideas; 

♦  evidence  of  strong  industry  commitment;  and 

♦  the  opportunity  for  ATP  funds  to  make  a  significant  difference. 

ATP  competitions  within  the  focused  programs  will  support  specific/wq/iecte, 
using  the  same  procedures  and  selection  criteria  used  for  general  competitions. 
While  most  of  the  ATP's  resources  in  the  future  will  go  to  specific  focused  pro- 
grams, the  ATP  will  continue  to  hold  general  project  competitions  open  to  any 
and  all  areas  of  technology,  holding  the  door  open  to  promising  ideas  that  don't 
fit  into  any  current  program.  (See  Reference  2  for  a  complete  description  of  the 
process  being  used  to  define  focused  programs  and  to  solicit  program  ideas.) 

ATP  Evaluations 

From  its  start,  the  ATP  has  emphasized  detailed  evaluation  as  critical  to  an  effec- 
tive, results-oriented  program.  The  evaluation  plan  for  the  ATP  as  a  program  has 
five  principal  elements  and  stresses  measurable  goals  whenever  meaningful: 

♦  assessing  the  ATP's  own  critical  operational  activities; 

♦  "portfolio"  profiles  of  applicants,  recipients,  technologies,  and 
projects; 

♦  evaluation  of  industry's  implementation  of  both  the  R&D  and  busi- 
ness components  of  ATP  projects; 

♦  tracking  short-term  and  intermediate  project  results;  and 

♦  measurement  of  long-term  economic  impacts. 

There  is  one  important  overriding  consideration:  The  ATP  does  not  expect  every 
project  or  program  to  be  a  success.  The  ATP  is  supposed  to  foster  high-risk  proj- 
ects that  would  not  be  undertaken  without  its  support.  In  fact,  too  high  a  techni- 
cal success  rate  would  suggest  that  the  project  selections  are  overly  conservative. 
Thus,  ATP's  success  must  be  evaluated  from  the  perspective  of  portfolio  manage- 
ment, for  which  the  key  measures  are  aggregate  returns  on  the  full  set  of  ATP- 
funded  technologies. 

Performance  of  critical  operational  activities  is  a  measure  of  the  ATP  as  a 
service  organization.  To  be  effective,  the  ATP  must  work  smoothly  with  private 


From  its  start,  the 
ATP  has  emphasized 
detailed  evaluation  as 
critical  to  an  effective, 
results-oriented  program. 
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The  ATP  sponsors 

third-party  studies  of 

award  recipients  to  get 

customer  feedback. 


industry  and,  like  industry,  must  be  agile  and  responsive  to  a  rapidly  changing 
technological  frontier.  Operational  activities  include: 

♦  soliciting  and  evaluating  proposals; 

♦  promoting  a  widespread  understanding  of  the  ATP  and  its 
opportunities; 

♦  providing  constructive  feedback  to  proposers  whose  projects  were  not 
selected; 

♦  providing  additional  support  to  selected  projects,  by  initiating  links  to 
related  research  programs,  for  example;  and 

♦  monitoring  the  progress  of  projects. 

Typical  questions  include:  How  well  known  is  the  ATP  in  industry?  Is  industry 
responsive  to  ATP  solicitations?  What  steps  are  taken  to  ensure  high-quality  pro- 
posals to  the  ATP?  How  thorough  is  the  review  process?  And — very  important — 
how  do  the  program's  immediate  customers — the  companies  the  ATP  works 
with — view  it? 

Considering  the  relatively  low  levels  of  funding  in  its  first  three  years  as  a  pilot 
program,  the  ATP  has  engendered  a  particularly  strong  favorable  response  from 
industry.  In  four  competitions,  the  ATP  has  received  nearly  1,000  applications, 
performed  more  than  2,000  technical  evaluations  and  more  than  700  business 
evaluations  (only  the  highest-scoring  proposals  in  the  technical  evaluation  go  on 
to  a  business  evaluation),  and  made  awards  to  nearly  90  projects. 

In  addition  to  numerous  talks  and  briefings  by  ATP  personnel  around  the  coun- 
try, four  conferences  have  been  sponsored  to  help  potential  applicants  with  the 
fine  points  of  the  proposal  process.  Oral  "debriefings"  have  been  made  available 
to  all  unsuccessful  applicants. 

The  ATP  sponsors  third-party  studies  of  award  recipients  to  get  customer  feed- 
back. Comments  on  interactions  with  the  ATP  staff  have  been  uniformly  positive. 
For  instance,  the  vice  president  of  a  small  company  stated,  "The  personnel  within 
the  ATP  have  been  the  most  responsive  of  any  government  organization  that  I 
have  dealt  with  over  the  years.  This  is  extremely  critical.  The  commercial  markets 
in  technology-related  fields  move  very  fast,  and  a  needless  delay  can  kill  a  promis- 


ing technology  or  leave  it  to  be  taken  over  by  foreign  competition. 


.3 


Profiles  of  applicants,  recipients,  technologies,  and  projects  enable  the  ATP  to 
assess  how  well  it  meets  goals  of  reaching  a  broad  spectrum  of  technologies  and 
stimulating  private  R&D.  Typical  questions  include:  Can  small  businesses  com- 
pete effectively  for  ATP  awards?  How  does  the  ATP  affect  R&D  trends  in  private 
industry?  What  technologies  tend  to  receive  the  most  awards?  What  is  the  geo- 
graphic distribution  of  ATP  participants?  How  do  the  ATP  projects  reflect  critical 
national  technology  goals? 
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Anal^-ses  of  the  projects  funded  to  date  suggest  that  small  businesses  in  fact  do 
very  well  in  the  ATP.  More  than  60  percent  of  all  successful  single  applicants  are 
small  businesses,  and  small  businesses  are  playing  a  critical  role  in  18  of  the 
23  ATP  joint  ventures,  including  leading  six  of  these  projects. 

Profiles  also  suggest  that  the  ATP  has  led — as  desired — to  an  increase  in  joint 
research  and  development  ventures  in  private  industry.  In  the  first  four  competi- 
tions, approximately  125  joint  ventures  involving  over  800  organizations  were 
formed  to  apply  to  the  ATP. 

While  the  ATP  has  demonstrated  considerable  breadth  in  its  pilot  phase,  with 
projects  from  fields  such  as  manufacturing  processes,  medicine,  pollution  abate- 
ment, transportation,  energy  conservation,  and  even  agricultural  pest  control, 
proposals  have  been  concentrated  in  certain  areas:  information  technologies 
(including  electronics),  advanced  materials,  manufacturing  processes,  and 
biotechnology.  ATP  projects  can  be  found  in  every  subcategory  of  the  "critical 
technologies"  list  prepared  by  the  Office  of  Science  and  Technology  Poliq. 

Evaluation  of  industry's  implementation  of  both  the  R&D  and  business  com- 
ponents of  ATP  projects  tracks  how  well  businesses  follow  through  on  the  busi- 
ness and  commercialization  strategies  outlined  in  their  ATP  proposals.  NIST 
considers  this  an  important  element,  because  financing  research  for  its  own  sake 
is  not  a  goal  of  the  ATP.  It  also  encourages  the  award  recipient  to  constantly  re- 
evaluate the  commercial  opportunities  opened  up  by  ATP  research  in  rapidly 
changing  technologies,  and  allows  ATP  managers  to  understand  how  business 
strategies  change  as  projects  evolve. 

ATP  project  managers  collect  the  information  during  quarterly,  year-end,  and 
end-of-project  reviews.  The  ATP  is  field  testing  a  new,  customizable,  questionnaire 
designed  to  gather  more  detailed  data  than  are  now  available.  A  key  goal  is  to 
gather  the  information  in  a  manner  that  allows  for  easy  updating  and  minimizes 
the  reporting  burden. 

Tracking  short-term  and  intermediate  project  results  provides  an  indication  of 
the  ATP's  immediate  effect  on  the  companies  that  participate.  A  number  of  meas- 
urable short-term  effects  are  expected  to  provide  indicators  of  long-term  eco- 
nomic success.  In  addition  to  straightforwanl  tracking  of  technical  milestones, 
these  indicators  include: 

♦  increased  R&D  investment  and  R&D  in  new  areas  leveraged  by  ATP 
funds; 

♦  increased  industrial  collaborations  and  strategic  alliances; 

♦  strengthened  technological  infrastructure  (through  the  development 
of  new  enabling  technologies); 


Evaluation  of  industry's 
implementation  of  both 
the  R&D  and  business 
components  of  ATP 
projects  tracks  how  well 
businesses  follow  through 
on  the  business  and 
commercialization 
strategies  outlined  in  their 
ATP  proposals. 
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A  third-party  survey 

of  early  ATP  award 

recipients  found  that  the 

participants  cited  the 

ability  to  pursue 

promising  lines 

of  research  that  they 

otherwise  could  not  have 

followed  as  the  most 

important  effect  of  the  ATP. 


♦  shortened  R&D  cycles; 

♦  investment  in  production  capacity;  and 

♦  productivity  improvements. 

A  variety  of  tools  are  used  for  these  analyses,  including  data  gathered  by  ATP 
project  managers,  studies  done  by  participating  companies,  and  third-party 
reviews  and  surveys  conducted  as  part  of  the  ATP  evaluation  program. 

After  four  competitions,  the  ATP  has  committed  to  $247  million,  leveraging 
approximately  $268  million  in  industry  investment  in  R&D.  Early  results  from 
this  pilot  phase  of  the  ATP  indicate  that  the  program  is  making  an  impact. 

In  addition  to  the  increase  in  industrial  joint  R&D  ventures  noted  above,  a  third- 
party  survey  of  early  ATP  award  recipients  found  that  the  participants  cited  the 
ability  to  pursue  promising  lines  of  research  that  they  otherwise  could  not  have 

2 

followed  as  the  most  important  effect  of  the  ATP.  Forging  new  relationships  be- 
tween companies,  and  between  companies  and  government  or  academic  labs, 
was  rated  by  participants  as  the  second  most  important  effect  of  the  ATR 

Another  third-party  study  found  that  total  U.S.  R&D  work  on  advanced  technolo- 
gies for  printed-wiring  boards  (PWBs)  essential  to  all  modem  electronic  devices 
more  than  quadrupled  as  a  result  of  the  ATP.  As  a  direct  result  of  the  ATP,  major 
research  consortia  have  been  formed  to  pursue  advanced  technologies  in  mass 
data  storage  and  flat-panel  di^lays,  two  technologies  considered  key  to  future  in- 
formation technologies.  Other  consortia  have  been  funded  in  the  areas  of  biotech- 
nology, automated  manufacturing,  and  advanced  materials. 

ATP  participants  also  have  cited  dramatic  reductions  in  development  time  and 
significant  productivity  gains — participants  in  the  PWB  project  estimated  aver- 
age productivity  gains  of  30  percent  in  major  program  areas. 

Long-term  economic  impact  is  the  bottom  line  for  the  ATP,  and  its  measure- 
ment is  key  Program  goals  include  increased  U.S.  economic  growth,  increased  in- 
dustrial competitiveness,  and  creation  of  high-value  jobs.  Measures  of  the 
long-run  success  of  the  ATP  include: 

♦  creation  of  new  industries  or  new  industrial  capabilities; 

♦  improvements  in  manufacturing  costs,  product  quality,  and  time  to 
market; 

♦  increased  worldwide  market  share; 

♦  job  creation;  and 

♦  private  and  social  rates  of  return  on  investment. 

At  present,  it  is  too  early  to  measure  long-term  impacts.  Several  products  incorpo- 
rating the  results  of  ATP-supported  research  have  been  introduced  or  are  near 
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commercialization.  In  addition,  one  company  has  introduced  ATP  technology 
into  a  manufacturing  process  on  a  pilot  scale,  but  in  general  almost  all  ATP 
projects  are  still  in  the  R&D  phase  of  product  development.  In  most  cases,  it  will 
take  several  years  before  a  long-temi  effects  study  will  be  feasible. 

The  planned  approach  to  these  long-term  studies  is  to  use  microeconomic  case 
studies  to  estimate  specific  benefits  and  costs  of  new  technologies  developed 
under  the  ATP.  This  approach  is  in  line  with  generally  accepted  economic  analy- 
sis techniques.  Specific  projects  and  programs  for  detailed  study  will  be  selected 
using  statistical  sampling  techniques. 

The  measurement  of  long-term  economic  impacts  of  the  ATP  requires  three 
major  efforts; 

♦  development  of  quantitative  measures  of  the  degree  of  influence  or 
effect  that  the  ATP  has  on  the  introduction  and  diffusion  of  each  new 
technology  it  supports; 

♦  development  of  quantitative  and  qualitative  measures  of  the  influ- 
ence or  effect  of  each  ATP -funded  technology  on  the  economy;  and 

♦  estimation  of  private  and  social  aggregate  economic  benefits  and 
costs  from  each  new  technology  developed  under  ATP  funds. 


The  planned  approach 
to  these  long-term  studies 
is  to  use  microeconomic 
case  studies  to  estimate 
specific  benefits  and  costs 
of  new  technologies 
developed  under  the  ATP. 
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As  noted  in  a  recent 

report  by  the  Office  of 

Technology  Assessment, 

NIST's  laboratory  program 

occupies  a  "unique 

niche  in  the  nation's 

infrastructure." 


NIST  LABORATORY 
PROGRAMS 

NIST's  eight  laboratories  serve  all  sectors  of  U.S.  industry  through  tightly 
focused  research  programs  and  services  that  address  industry's  needs  for 
measurement  and  infrastructural  technology.  Industry  traditionally 
underinvests  in  the  development  of  these  infrastructural  technologies  because 
they  are  used  simultaneously  by  many  firms  and  typically  are  not  embodied  in 
products,  making  it  difficult  for  individual  firms  and  even  industries  to  recover 
R&D  investments.  However,  measurement  methods,  evaluated  data,  process  mod- 
els, interface  standards,  and  other  types  of  infrastructural  technologies  are  pacing 
factors  in  technology  development  and  application,  setting  the  upper  limit  on 
what  can  be  accomplished  in  the  laboratory  or  on  the  factory  floor. 

As  noted  in  a  recent  report  by  the  Office  of  Technology  Assessment,  NIST's  labora- 
tory program  occupies  a  "unique  niche  in  the  nation's  infrastmcture."  The 
report  also  characterized  the  program's  core  competency  and  preferred  problem- 
solving  approach: 

NIST  has  earned  a  worldwide  reputation  for  impartiality  and  techni- 
cal excellence.  Its  competencies  in  metrology — the  science  of  meas- 
urement— span  a  number  of  disciplines.  The  efficiency  of  solving  a 
measurement  problem  once  at  NIST  and  then  disseminating  the  re- 
sults throughout  the  whole  industry,  rather  than  each  company  per- 
forming the  job  independently  for  itself,  provides  outstanding 
leverage  for  NIST's  metrological  development. 

NIST's  evaluations  of  industry's  technology  needs  indicate  widespread  demand 
for  enhanced  measurement  capabilities,  and  industry's  own  analyses  concur  For 
example,  a  1993  assessment  by  the  Semiconductor  Industry  Association  (SIA) 
identified  unmet  measurement  needs  as  impeding  the  U.S.  semiconductor  indus- 
try's progress  toward  accomplishing  critical  technology  goals.  SIA  called  on  NIST 
for  increased  assistance,  describing  the  ^ency  as  the  "only  place  in  the  U.S. 
where  the  broad  range  of  measurements  needed  for  semiconductor  processing  are 
routinely  and  systematically  developed." 

Similarly  the  Council  on  Radiation  Measurements,  which  represents  more 
than  150  U.S.  companies,  asked  NIST  to  improve  the  accuracy  of  measurement 
standards  for  optical  and  infrared  radiation  by  a  factor  of  10.  The  request  was 
motivated  by  the  companies'  desire  to  improve  quality  control  in  a  variety  of 
manufacturing  processes.  The  collaboration  has  produced  a  cryogenic 
radiometer  that  is  possibly  the  most  accurate  in  the  world  and  is  being  tested  in  a 
number  of  applications. 
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Setting  Laboratory  Priorities 

NIST's  laboratories  set  their  priorities  in  consultation  with  industry  in  accordance 
with  six  guiding  criteria: 

♦  the  magnitude  and  immediacy  of  industrial  need; 

♦  the  degree  of  correspondence  between  a  particular  industrial  need 
and  NIST's  mission  to  develop  infrastructural  technologies; 

♦  the  opportunity  for  NIST  participation  to  make  a  major  difference; 

♦  the  nature  and  size  of  the  anticipated  impact  resulting  from  NIST's 
participation; 

♦  NIST's  capability  to  respond  in  a  timely  fashion  with  a  high-quality 
solution;  and 

♦  the  nature  of  opportunities  afforded  by  recent  advances  in  science  and 
technology. 

NIST's  laboratories  tr)  to  anticipate  the  measurement  and  other  infrastmctural 
technology  needs  of  industry.  The  ideal  is  to  have  solutions  available  before  pro- 
spective problems  and  challenges  materialize  as  actual  obstacles  in  product  devel- 
opment, manufacturing,  market  transactions,  or  other  industrial  and  business 
activities.  If  NIST  does  not  respond  early  to  looming  technological  hurdles,  the 
effectiveness  of  its  laboratories  is  diminished.  Therefore,  failures  to  anticipate 
major  technology  needs  also  must  be  taken  into  account  as  the  laboratories' 
priority-setting  performance  is  reviewed. 

In  their  strategic  planning,  the  laboratories  employ  a  variety  of  formal  and  infor- 
mal mechanisms  for  soliciting  industry  input  and  gauging  its  priorities.  Formal 
mechanisms  include  NIST-convened  conferences  devoted  to  eliciting  and  synthe- 
sizing company  and  industry-wide  views  on  key  technical  challenges  and  major 
goals  in  important  technology  areas.  In  1993, 40  priority-setting  conferences 
were  convened  to  address  topics  ranging  from  "green"  manufacturing  technolo- 
gies to  technical  issues  in  network  security. 

Over  the  past  two  years,  a  series  of  conferences  focused  on  measurement  needs 
arising  from  tightening  dimensional  tolerances  in  manufactured  products  from 
integrated  circuits  to  aircraft.  Responding  to  the  needs  voiced  by  representatives 
of  the  $15  billion  U.S.  gear  manufacturing  industry,  NIST  joined  with  the  Ameri- 
can Society  of  Mechanical  Engineers  and  the  Department  of  Energy's  Oak  Ridge 
Y-I2  plant  to  create  a  NIST/DOE  Center  for  Gear  Metrology  at  the  Y-12  facility. 
The  unprecedented  interagency  collaboration  is  now  under  way. 

Other  formal  mechanisms  for  assessing  industry  priorities  include  the  agenq's 
Visiting  Committee  on  Advanced  Technology,  an  advisory  body  primarily  com- 
posed of  industry  representatives.  Industry  also  is  well  represented  on  independent 
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assessment  panels.  Organized  by  the  National  Research  Council,  these  panels 
annually  review  the  performance  of  each  NIST  laboratory  and  evaluate  its  short- 
and  long-term  goals. 

Each  laboratory  has  cultivated  strong  working  relationships  with  industrial, 
trade,  and  professional  organizations  in  its  areas  of  technology  concentration. 
The  program  of  NIST's  Building  and  Fire  Research  Laboratory,  for 
example,  is  guided  by  a  prioritized  research  agenda  developed  by  volunteer 
experts  from  the  building  and  fire  communities  under  the  auspices  of  the 
National  Institute  of  Building  Sciences.  NIST  personnel  also  participate  actively 
in  industry-organized  technology-planning  exercises.  Recent  examples  include 
the  Semiconductor  Industry  Association's  initiative  to  develop  a  comprehensive 
technology  road  map  and  the  21st  Century  Manufacturing  Enterprise  Strategy 
Project. 

The  laboratories  also  solicit  industry  input  through  formal  surveys  and  through 
reviews  of  NIST-prepared  planning  documents  and  needs  assessments.  In  early 
1993,  the  Electronics  and  Electrical  Engineering  Laboratory  issued  a  definitive 
assessment  of  measurement  needs  in  nine  fields  of  electronics  technology.  Devel- 
oped in  consultation  with  industry,  the  448-page  document.  Measurements  for 
Competitiveness,  identifies  high-impact  measurement  capabilities  that  are 
widely  needed  by  the  U.S.  electronics  industry  but  are  beyond  the  resources  of 

Q 

individual  companies  to  develop.  It  serves  as  explicit  guidance  for  setting  the 
laboratory's  priorities. 

Other  means  of  assessing  industry's  infrastmctural  technology  needs  include: 

♦  visits  to  companies; 

♦  participation  on  more  than  800  national  and  international  standards 
committees; 

♦  measurement  "round  robins,"  which  provide  a  comparative  basis  for 
assessing  the  current  state  of  measurement  practices  employed  by 
industry  and  for  identifying  key  technical  problems; 

♦  joint  demonstrations  and  experiments  to  identify  problems  and 
requirements  for  supporting  technology; 

♦  regular  researcher-to-researcher  interactions;  and 

♦  participation  in  consortia,  including  the  13  cooperative  arrangements 
organized  by  NIST  and  those  organized  by  other  groups,  such  as 
PDES  Inc.  and  the  Semiconductor  Research  Corp. 

NIST  has  found  it  necessary  to  use  this  complete  set  of  tools  to  determine 
industrial  needs.  Workshops,  conferences,  and  surveys  provide  valuable 
information  on  an  industry,  but  this  information  usually  is  not  complete  or  spe- 
cific enough  to  be  the  sole  basis  for  program  planning.  In  turn,  company  visits, 
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participation  on  standards  conunittees,  "round  robins,"  researcher-to-researcher 
interactions,  and  participation  in  consortia  offer  insight  into  specific  company 
needs,  and  they  afford  the  additional  advantage  of  direcdy  involving  NIST  re- 
searchers, who  provide  dieir  peers  from  industry  widi  a  direct  link  to  die  agency's 
programs  and  projects.  Thus,  combining  information  that  is  ^)ecific  to  firms  and 
information  that  can  be  generalized  to  an  industry  or  even  groups  of  industries  is 
necessary  to  develop  a  balanced  view  of  challenges  facing  the  private  sector  and 
of  the  relative  importance  of  each  challenge.  To  assure  that  the  proper  balance 
has  been  reached,  NIST  publishes  its  planning  documents  for  review  by  outside 
panels  and  by  industry. 

This  planning  process  is  continuous,  involves  most  of  NIST's  professional  staff, 
and  provides  a  wealth  of  useful  information.  In  developing  a  new  program  in 
magnetic  engineering,  for  example,  staff  of  the  Chemical  Science  and  Technol- 
ogy Laboratory  solicited  die  views  of  experts  at  more  dian  50  companies  and 
universities  to  identify  die  critical  technical  obstacles  perceived  as  impeding  die 
development  and  application  of  new  diin-film  magnetic  materials. 

Another  example  demonstrates  how  diis  approach  is  used  in  planning  consortia. 
In  1991,  members  of  die  Materials  Science  and  Engineering  Laboratory  visited 
aerospace  industry  companies  to  acquire  first-hand  information  on  problems  en- 
countered in  die  precision  casting  of  metal  alloys.  Analysis  of  diis  information 
guided  planning  for  a  meeting,  co-sponsored  by  die  Aerospace  Industries  Associa- 
tion, to  explore  the  merits  of  forming  a  consortium  to  improve  the  precision 
casting  process.  A  subsequent  meeting,  attended  by  industiy,  university,  and  gov- 
ernment representatives,  resulted  in  a  detailed  technical  research  plan  addressing 
issues  in  key  processing  areas  and  defining  deliverables  in  forms  usable  by  indus- 
tiy. Subsequendy  refined,  diat  plan  is  now  being  carried  out  by  a  NIST-led  consor- 
tium involving  seven  manufacturers,  seven  universities,  and  diree  federal 
laboratories.  The  effort  is  a  distiibuted,  cooperative  undertaking,  widi  NIST  and 
odier  members  performing  in-house  research  to  accomplish  agreed-upon  tasks 
diat  will  contribute  to  accomplishing  die  consortium's  four  major  objectives. 

NIST's  iterative  approach  to  planning  and  priority  setting  enables  it  to  respond 
quickly  to  new  developments  and  opportunities.  A  clear  picture  of  industry's  needs 
also  helps  laboratory  managers  to  determine  when  it  is  appropriate  to  terminate 
programs  and  reallocate  scarce  resources  to  address  new,  higher  priority  problems 
diat  have  emerged.  For  instance,  die  Physics  Laboratory  terminated  a  project  to 
provide  reaction-rate  data  for  fusion  reactors  and  reassigned  die  technical  staff  to 
work  on  plasma-processing  issues  relevant  to  semiconductor  manufacturing, 
which  led  to  a  productive  collaboration  widi  SEMATECH. 
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Short-  to  Medium-Term 
Measures  of  Performance 

NIST  laboratories  use  a  variety  of  measures  to  track  and  evaluate  performance, 
including  the  value  and  utility  of  research  deliverables  and  services.  Customer 
feedback,  gathered  through  a  variety  of  mechanisms,  is  the  laboratories'  princi- 
pal source  of  evaluative  information. 

Although  each  laboratory  has  its  own  procedures  for  monitoring  performance 
and  technical  progress — and  not  all  of  the  laboratories  use  every  available 
tool — all  set  goals  for  individual  projects,  determined  on  the  basis  of  perceived 
customer  needs  identified  during  planning  and  priority  setting.  Technical  mile- 
stones are  established  for  individual  projects,  and  progress  is  evaluated  intemally 
on  at  least  a  quarterly  basis.  Customer  feedback  also  is  analyzed  during  project, 
group,  division,  and  laboratory  reviews,  not  only  to  assess  performance  and  rates 
of  technical  progress  but  also  to  identify  changes  in  customer  needs  that  may  war- 
rant redirecting  laboratory  resources.  Besides  their  own  internal  reviews  and  those 
conducted  by  NIST  management,  all  laboratories  undergo  annual  assessments  by 
external  panels  convened  by  the  National  Research  Council.  These  assessment 
panels  produce  written  evaluations  of  performance,  missions,  and  short-  and 
long-term  goals — for  the  laboratory  overall  and  for  each  division. 

NIST  gathers  inforaiation  on  its  primary  "products" — measurements,  standards, 
databases,  process  models,  and  the  other  types  of  deliverables  produced  by  its  labo- 
ratory program.  These  deliverables  usually  take  the  form  of  technical  informa- 
tion that  NIST  makes  widely  available  to  U.S.  industry.  Measures  of  the  relevance 
and  value  of  this  information  to  industry  include: 

♦  industry  attendance,  comments,  and  level  of  participation  at  techni- 
cal workshops; 

♦  number  of  inquiries  and  requests  for  information; 

♦  attendance  at  technical  training  sessions  provided  by  NIST  peisonnel; 

♦  commercialization  of  products  incorporating  the  results  of  NIST 
R&D;  and 

♦  application  of  NIST  R&D  results  to  industrial  processes. 

For  federal  laboratories,  a  widely — and,  perhaps,  overly — reported  process 
metric  is  the  number  of  cooperative  R&D  agreements  (CRADAs)  that  laboratories 
have  entered  into  with  U.S.  businesses.  Because  NIST  has  been  working  with  in- 
dustry for  more  than  90  years,  the  agency  was  quick  to  embrace  CRADAs  as  an  ad- 
ditional tool  for  working  with  industry.  Across  the  federal  government,  NIST  has 
the  highest  ratio  of  CRADAs  per  number  of  technical  staff  and,  by  far,  the  shortest 
average  time  for  processing  agreements.  According  to  Science  magazine,  "Only 
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the  National  Institute  of  Standards  and  Technology,  created  to  work  with  die  pri- 
vate sector,  appears  to  be  doing  what  Congress  intended.  ...[0]nly  NIST  ^peais  to 
have  managed  to  embrace  CRADAs  without  getting  smothered." 

CRADA  tallies,  however,  are  an  incomplete  measure  of  performance — just  as  the 
numbers  of  patents  received  and  licenses  issued  do  not  capture  a  teclinology  or- 
ganization's full  technical  output  and  level  of  innovation.  CRADAs  represent  but 
one  mechanism  for  working  with  and  addressing  the  technology  needs  of  U.S.  in- 
dustry— effective  for  accomplishing  some  technical  objectives,  but  inappropriate 
for  others.  In  fact,  most  forms  of  NIST-provided  technical  assistance  are  non- 
proprietary (used  by  many  firms)  and  are  best  accomplished  without  the  formal- 
ity of  a  legal  contract. 

Other  measures  and  information  used  to  assess  industrial  relevance,  perform- 
ance, and  productivity  of  laboratory'  activities  include: 

♦  level  of  industry  commitment  to  NIST  projects  and  consortia 
(e.g.,  number  of  participating  companies,  number  of  visiting 
researchers  assigned  to  NIST,  value  of  resources  committed); 

♦  number  of  guest  researchers  from  industry; 

♦  extent  of  NIST's  contributions  to  industry's  voluntary  standards  (e.g., 
number  of  standards  incorporating  NIST's  work,  number  of  member- 
ships on  standards  committees); 

♦  number  of  joint  industry-NIST  "round-robins";  and 

♦  number  of  repeat  customers. 

Measures  of  Long-Term  Impact 

In  the  early  1980s,  NIST  initiated  a  series  of  periodic  assessments  of  the 
economic  impacts  of  NIST  research.  ^'*~'^  Conducted  by  independent 
researchers  under  contract  to  NIST,  these  third-party  assessments  have  estimated 
the  aggregate  rates  of  return  (also  referred  to  as  social  rates  of  return)  on  work 
addressing  infrastructural  technology  needs  of  industry.  Returns  on  NIST  work  in 
the  six  technology  areas  evaluated  thus  far  range  from  63  percent  to  423  percent, 
greatly  exceeding  the  average  rate  of  retum  on  private-sector  innovations  and  the 
rates  reported  in  the  few  studies  of  other  government  research  programs.  To 
economists,  this  disparity  implies  underinvestment  in  R&D  aimed  at  developing 
measurement  methods  and  other  infrastructural  technologies. 

An  example  is  NIST's  work  supporting  the  U.S.  optical  fiber  industry.    NIST- 
developed  measurement  technologies  served  as  the  basis  for  more  than  20  indus- 
try standards  that  have  helped  reduce  market  transaction  costs  arising  from 
dis^reements  between  optical  fiber  manufacturers  and  their  customers.  The 
standards  established  a  solid  basis  for  evaluating  the  technical  performance  of 
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fibers.  The  social  rate  of  return  was  estimated  to  exceed  400  percent,  and  one 
manufacturer  has  credited  the  standards  with  significantly  e3q)anding  the  size  of 
the  market  for  optical  fibeis. 

In  addition  to  the  series  of  case  studies  of  economic  impact,  which  is  continuing, 
NIST  also  is  placing  increased  emphasis  on  tracking  how  companies  and  indus- 
tries use  specific  services  and  the  results  of  specific  R&D  projects.  For  example, 
the  Visiting  Committee  on  Advanced  Technology  studied  the  commercialization 
of  NIST  innovations  that  have  won  "R&D  100  Awards"  in  the  annual  competi- 
tion sponsored  by  Research  and  Development  magazine.  Between  1973  and 
1990,  NIST  won  71  R&D  100  Awards;  about  three-fifths  of  the  innovations  (41) 
achieved  commercial  impact.    NIST  also  has  begun  to  prepare  a  series  of  brief 
"industrial  impact  statements"  that  are  intended  to  capture  the  nature  of  the 
laboratories'  assistance  to  companies  or  industrial  sectors,  including  resulting 
improvements  in  products  or  services,  processes,  and  market  performance,  as  well 
as  jobs  created. 
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MANUFACTURING 
EXTENSION  PARTNERSHIP 

The  Manufacturing  Extension  Partnership,  or  MEP,  is  a  growing  nation- 
wide network  of  manufacturing  extension  services  that  provides  small  and 
medium-sized  U.S.  manufacturers  with  technical  assistance  as  these  firms 
modernize  their  operations  to  increase  their  competitiveness.  Comprising  the 
core  of  the  nation's  manufacturing  base,  the  more  than  370,000  U.S.  manufac- 
turing establishments  that  employ  fewer  than  500  people  often  are,  as  charac- 
terized in  a  recent  National  Research  Council  study,  "operating  below  their 
potential.  Their  use  of  modem  manufacturing  equipment,  methodologies,  and 
management  practices  is  inadequate  to  ensure  that  American  manufacturing 
will  be  globally  competitive." 

A  variety  of  obstacles  hinder  small  and  medium-sized  manufacturers'  modern- 
ization efforts.  Those  that  impede  the  adoption  of  appropriate  modem  technology 
and  organizational  methods  include  lack  of  resources  and  in-house  technical 
expertise,  limited  awareness  of  changing  manufacturing  technology  and  its  appli- 
cations, and  difficulty  in  locating  unbiased  sources  of  infonmation  and  technical 
assistance.  Viewed  from  a  national  per^)ective,  currently  available  public  and 
private  sources  of  assistance — which  range  from  large  companies'  supplier- 
improvement  programs  to  small,  local  industrial  outreach  programs  and  private- 
sector  consultants — are  fragmented  and  vary  greatly  in  breadth  and  depth  of 
services.  Collectively,  they  reach  only  a  small  fraction  of  small  and  medium-sized 
manufacturers  whose  existence  is  threatened  by  continued  reliance  on  outdated 
technology,  production  techniques,  and  management  practices. 

By  providing  leadership  and  building  a  national  framework  for  the  delivery  of 
manufacturing  extension  services,  NlST's  MEP  will  organize  a  comprehensive, 
yet  locally  re^nsive,  system  to  help  small  and  medium-sized  manufacturers 
upgrade  their  equipment,  techniques,  and  operations.  From  a  base  of  seven 
regional  Manufacturing  Technology  Centers  (MTCs),  established  between  1989 
and  1992,  the  MEP  is  planned  to  grow  to  over  100  extension  centers  by  1997- 
Linked  by  a  coordinating  national  infrastructure,  each  center  and  each  partner- 
ing organization  will  be  an  entry  point  into  an  integrated  network  of  technical 
resomces,  services,  and  expertise  on  topics  ranging  from  computer-aided  design 
and  manufacturing  to  just-in-time  inventory  methods  to  workforce  training. 

The  evolving  MEP  network  has  several  components: 

♦   regional  MTCs,  or  MTC-like  service  providers,  located  in  areas  of  high 
manufacturing  density; 
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♦  Manufacturing  Outreach  Centers,  or  MOCs,  which  serve  areas  of  lower 
manufacturing  density,  either  as  free-standing  entities  or  as  MTC 
satellites; 

♦  the  State  Technology  Extension  Program,  or  STEP,  which  provides 
funding  and  technical  support  for  planning,  implementation,  and 
regional  linkages  to  strengthen  industrial  extension  efforts  in  the 
states;  and 

♦  "LINKS,"  which  encompasses  the  national  structure  of  communica- 
tions, data  systems,  evaluation,  field-agent  training,  tool  develop- 
ment, and  linkages  with  technology  sources. 

MIST'S  MEP  staff  have  played  a  key  role  in  the  review  and  merit-based  selection 
of  winners  of  deployment  awards  made  under  President  Clinton's  Technology 
Reinvestment  Project  (TRP),  which  is  managed  by  the  Defense  Department's 
Advanced  Research  Projects  Agency.  NIST  is  managing  42  of  the  70  TRP  deploy- 
ment activities  selected  to  date,  and  these  activities  will  be  incorporated  into  the 
manufacturing  extension  network.  Recent  TRP  award  winners  include  22  new 
centere  that  will  enable  NIST  to  accelerate  development  of  the  MEP  network. 

Setting  Priorities 

Guiding  Principles.  The  design  and  evolution  of  the  national  manufacturing 
extension  network  are  guided  by  several  basic  principles  that  broadly  define  the 
MEP's  priorities,  operational  and  organizational  philosophies,  scope  of  services 
and  activities,  and  strategic  emphases. 

First,  all  recipients  of  MEP  funding  are  selected  through  merit  based  competi- 
tions that  assess  how  fully  each  candidate  satisfies  the  criteria  established  for 
each  component  of  the  network. 

Second,  service  providers  in  the  MEP  network  tailor  assistance  and  technology 
solutions  to  the  needs  and  constraints  of  client  firms,  including  budgets  and 
workforce  capabilities.  The  providers  are  client-driven,  not  provider-driven. 

Third,  extension  centers  and  other  components  of  the  MEP  network  are  not 
supported  to  perform  manufacturing  R&D,  concentrating  entirely  on  the 
diffusion  of  appropriate  technologies  to  speed  industrial  modernization. 

Fourth,  the  MEP  is  inclusive,  and  '\\. prevents  duplication  of  effort  by  emphasiz- 
ing a  network  design  that  takes  maximum  advantage  of  the  knowledge,  experi- 
ence, and  expertise  of  a  broad  spectrum  of  existing  organizations. 

This  principle  yields  two  othei;  closely  related  characteristics  that  are  key: 

♦  The  network  is  non-hierarchical.  It  builds  on  grassroots  proposals  mo- 
tivated by  and  tailored  to  the  needs  of  local  industry  and  allows  local 
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flexibility  and  innovation  in  addressing  those  needs,  while  providing 
the  technical  support  and  resources  of  a  national  infrastructure. 

♦  The  MEP  does  not  compete  with  private  technical  consultants;  it 
recognizes  the  important  role  that  these  consultants  play  in  helping 
small  and  medium-sized  manufacturers  improve  their  operations. 
The  NIST  MTCs  have  developed  constructive  relationships  with  pri- 
vate consultants,  who  can  help  the  centers  extend  their  reach  and 
broaden  the  range  of  technical  assistance  and  expertise  accessible 
through  the  MTCs.  At  the  same  time,  in  many  cases,  MTC  activities 
help  private  consultants  expand  their  reach  by  qualifying  small 
manufacturers  and  helping  them  understand  the  value  of  consulting 
services.  To  ensure  a  clear  understanding  of  this  relationship  and  to 
avoid  potential  conflicts,  MEP  staff  are  now  evaluating  how  private 
consultants  serve  small  manufacturers  and  what  role  the  MTCs  play 
in  that  process. 

Selection  Criteria.  Separate  selection  criteria  have  been  developed  for  each 
MEP  component,  although  there  is  substantial  overiap  because  of  shared  objec- 
tives. All  centers  and  projects  are  selected  only  after  undergoing  competitive  re- 
view. The  criteria  used  to  evaluate  proposals  for  new  centers  are  representative: 

♦  Knowledge  of  target  firms:  Comprehensive  understanding  of  an 
area's  manufacturing  base,  including  business  size,  industry  types, 
product  mix,  and  technology  requirements. 

♦  Technology  resources:  Linkages  to  external  sources  of  technology,  in- 
cluding educational  institutions,  state  and  regional  technology  trans- 
fer programs,  and  federal  laboratories. 

♦  Delivery  mechanisms:  The  staff,  resources,  and  methodology  for 
effectively  delivering  appropriate  manufacturing  technologies  and 
techniques  to  local  or  regional  manufacturers,  as  well  as  the  abilit)'  to 
form  effective  partnerships  with  other  organizations  offering  comple- 
menting services  or  resources. 

♦  Management  and  financial  plan:  An  effective  management  struc- 
ture, full-time  top  management,  additional  sources  of  funds,  and  an 
effective  system  of  internal  evaluation. 

Program  Evaluation 

In  preparing  for  the  MEP's  expansion,  staff  members  are  developing  a  strategic 
plan  that  integrates  the  functions  of  each  service-delivery  component  of  the  net- 
work and  lays  the  methodological  foundation  for  evaluating  program  perform- 
ance and  measuring  results.  A  national,  standardized  system  of  data  collection 


MEP  builds  on  grassroots 
proposals  motivated  by 
and  tailored  to  the  needs 
of  local  industry  and 
allows  local  flexibility  and 
innovation  in  addressing 
those  needs,  while 
providing  the  technical 
support  and  resources  of 
a  national  infrastructure. 
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and  evaluation  will  enable  MEP  staff  to  assess  the  efficiency  and  effectiveness  of 
the  entire  network,  each  network  component,  each  type  of  extension  service,  and 
each  service  provider  The  evaluation  system  will  identify  the  services  most  valued 
by  small  and  medium-sized  manufacturers;  characterize  the  types  of  firms  and 
industries  that  make  the  greatest  use  of  manufacturing  extension  services,  as  well 
as  those  that  make  the  least  use  of  services;  prevent  duplication  of  effort;  and 
measure  economic  impact  at  levels  ranging  from  individual  services  and  centers 
to  the  MEP  as  a  whole. 

Measures  of  Organizational  Performance.  All  MEP  organizations  are  re- 
quired to  submit  detailed  quarterly  and  annual  reports,  standardized  for  each  of 
the  four  components  of  the  network,  and  they  undergo  annual  performance  re- 
views by  MEP  regional  manager.  At  the  end  of  the  third  year  of  operation,  exten- 
sion centers  undergo  rigorous  evaluations  by  outside  panels  appointed  by  NIST. 

Reported  quarterly  by  each  center,  the  following  types  of  information  help  MEP 
management  to  evaluate  overall  performance  of  the  MEP  organizations  and  to 
assess  market  penetration  (i.e.,  number  of  client  firms  relative  to  the  size  of  the 
potential  client  base),  the  mix  of  services  provided,  the  breadth  and  depth  of 
organizational  linkages,  and  the  ability  of  the  center  to  generate  revenue  to 
support  operations: 

♦  staff  composition  and  percentage  of  employees  working  with 
clients  in  the  field; 

♦  number  of  establishments  served,  by  size; 

♦  ratio  of  the  number  of  technical  assistance  projects  proposed  to  client 
companies  to  the  number  initiated; 

♦  number  of  activities  initiated,  by  type  of  activity  (e.g.,  formal 
assessment,  technical  assistance  project,  initial  site  visit,  information 
referral),  technical  focus  (e.g.,  control  systems;  plant  layout; 
computer-aided  design,  manufacturing,  or  engineering),  and  size  of 
firm; 

♦  number  of  participants  and  number  and  types  of  firms  represented  at 
training  programs  and  other  events;  and 

♦  results  of  client  valuation  surveys. 

Upon  completing  technical  assistance  projects,  the  centers  ask  chent  fiims  to 
assign  values  to  the  services  provided.  Clients  estimate  the  impact  that  the  just- 
concluded  project  will  have  on  company  performance  over  the  next  12  months. 

Specifically,  firms  are  asked  to  estimate  the  anticipated  impact  of  the  project  on 
sales,  costs,  capital  spending,  inventory  levels,  and  jobs  (number  created  or 
saved).  Although  subjective,  these  measures  provide  center  management  and 
personnel  with  the  means  to  ascertain  levels  of  customer  satisfaction  and  to 
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differentiate  among  clients'  perceptions  of  the  type  and  magnitude  of  benefits 
attributable  to  center  activities. 

MEP  management  fully  appreciates  the  importance  of  measuring  performance, 
but  it  also  recognizes  the  need  for  flexibility  in  reporting  formats,  particularly  for 
pilot  projects  that  are  testing  experimental  services  and  service-delivery  mecha- 
nisms. Overly  rigid  process  and  outcome  measures  could  yield  data  that  provide 
httle  meaningful  information  for  evaluations  of  perfomiance  and  impact  and,  at 
the  same  time,  inhibit  experimentation  and  innovation.  Successful  "LINKS"  and 
extension  enabling  TRP  projects,  for  example,  may  provide  services  that 
indirectly  affect  manufacturers  but  directly  improve  the  quality  and  accessibility 
of  information  and  services  provided  by  extension  centers.  Measures  of  perform- 
ance and  results  are  being  developed  for  these  kinds  of  activities,  with  the  recogni- 
tion that  what  gets  measured  gets  emphasized  and  that  not  all  measures  are 
equally  significant  for  all  types  of  activities  and  MEP  components. 

Measures  of  Economic  Impact  In  addition  to  evaluating  the  performance 
of  each  extension  center,  NIST  also  measures  each  center's  specific  impact  on  ch- 
ent  companies.  In  contrast  to  the  ATP  and  NIST's  laboratory  programs,  the  MEP 
is  expected  to  generate  economic  benefits  within  a  short  time  span.  Indeed,  MTC 
client  firms  reported  substantial  benefits,  including  cost  savings,  higher  produc- 
tivity, and  increased  earnings,  within  the  first  year  of  each  center's  operation. 

Though  necessarily  small  in  scope  because  of  the  limited  scale  of  manufacturing 
extension  efforts  undertaken  thus  far.  the  results  of  analyses — supplemented  by 
case  studies  and  other  anecdotal  evidence — illustrate  the  large  potential  for  sig- 

1  C 1Q 

nificant  economic  and  company  benefits.        Cumulatively  valued  and  based 
on  self-reported  data  from  MTC  client  firms,  company-realized  benefits  from  for- 
mal MTC  technical  assistance  projects  totaled  an  estimated  $320  million  between 
1989  and  1992,  translating  into  a  return  of  over  $7  on  each  federal  dollar  in- 
vested in  the  centers.  This  estimate  undervalues  the  impact  of  some  MTC  services, 
such  as  seminars  and  infonmation  referrals.  Many  firms  consider  these  "soft" 
services  to  be  very  beneficial,  even  though  their  impact  is  difficult  to  quantify. 

For  the  network's  individual  extension  centers,  as  well  as  for  the  MEP  as  a  whole, 
the  fundamental  unit  of  analysis  is  and  will  continue  to  be  individual  firms.  On 
an  annual  basis,  the  MTCs  also  administer  questionnaires  to  ascertain  the  prog- 
ress made  by  client  finns.  One  year  after  the  completion  of  a  technical  assistance 
project  or  other  substantive  interaction  with  a  center,  client  firms  are  asked  to  as- 
sess their  progress  and  business  health  by  comparing  information  in  key  perform- 
ance areas  one  year  before  and  one  year  after  projects  have  been  completed. 
The  before- and-after  assessment  considers  three  levels  of  outcomes,  which  will  be 
analyzed  in  relation  to  a  "control"  group. 


MTC  client  firms  reported 
substantial  benefits, 
including  cost  savings, 
higher  productivity,  and 
increased  earnings,  within 
the  first  year  of  each 
center's  operation. 
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Base-level  client  outcomes  serve  as  indicators  of  how  successfully  centers  are 
assisting  fimis  in  adopting  appropriate  technologies  and  management  practices; 
making  more  use  of  capital,  labor,  and  materials;  and  improving  response  time 
and  other  key  aspects  of  manufacturing  performance.  These  measures  are: 

♦  changes  in  scrap  rate  (value  of  scrap  per  sales — an  indicator  of 
quality  and  of  efficiency  of  material  use); 

♦  changes  in  computer  use  (percent  of  employees  using  computer  or 
programmable  machine  controllers  at  least  weekly — an  indicator  of 
broadening  applications  of  computers,  the  essential  element  of  many 
new  manufacturing  and  business  technologies);  and 

♦  changes  in  inventory  turns  (ratio  of  sales  to  inventory — an  indicator 
of  increasing  throughput,  which  may  be  the  result  of  improved  lay- 
out, scheduling,  and  routing). 

Intermediate-level  client  outcomes  are  designed  to  reflect  changes  that  stem 
from  performance  improvements  at  the  base  level  of  operations,  although  these 
changes  may  take  longer  to  materialize.  These  include: 

♦  changes  in  the  ratio  of  sales  per  employee — an  indicator  of 
increased  labor  productivity;  and 


changes  in  manufacturing  lead  time 
re^onse  time  to  customer  orders. 


-an  indicator  of  decreased 


Top-level  client  outcomes  reflect  business  and  employment  gains  traceable,  at 
least  in  part,  to  operational  improvements  captured  by  the  previous  categories  of 
measures.  Among  the  outcomes  measured  are: 

♦  change  in  total  sales, 

♦  change  in  export  sales, 

♦  change  in  employment,  and 

♦  change  in  employee  income  (payroll  per  employee) . 

Although  these  objective  outcome  measures  may  not  correspond  directly  to  the 
extension  services  provided,  they  are  easily  tracked  by  client  firms,  and  they  have 
the  virtue  of  being  related,  at  least  indirectly,  to  the  substance  and  aims  of  most 
service  activities.  As  they  come  on  line,  all  MEP  service  providers  will  be  required 
to  submit  client  progress  reports  based  on  surveys  to  ascertain  the  performance  of 
firms  in  the  years  before  and  after  completion  of  an  extension  service  activity. 

The  MTCs  are  currently  collecting  1990  and  1992  data  from  fimis  that  they 
assisted  in  1991-  Results  of  client  progress  surveys  of  28  firms  assisted  by  the 
Great  Lakes  MTC  in  199 1  are  illustrative.    For  example,  the  firms  reduced  their 
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manufacturing  lead  times  by  an  average  of  22  percent  and  reported  average 
increases  of: 

♦  13  percent  in  sales, 

♦  47  percent  in  value  of  exports, 

♦  6  percent  in  employment, 

♦  17  percent  in  total  payroll,  and 

♦  46  percent  in  the  use  of  computers  or  computer-controlled  equipment 
by  employees. 

To  increase  the  value  of  the  data  gathered  in  client  progress  surveys,  the  MEP  is 
developing  a  nationwide  benchmarking  database  on  the  performance  of  up  to 
1,000  plants  to  help  companies  better  understand  their  competitive  position  in 
the  marketplace.  The  database  will  build  on  a  300-client  database  developed  by 
the  Midwest  MTC  in  Ann  Arbor,  Mich.,  which  now  contains  performance  data  for 
five  industries.  This  will  enable  the  Midwest  MTC  to  provide  benchmarking  serv- 
ice to  client  firms  of  other  extension  services.  In  addition,  the  expanded  database 
will  be  a  useful  MEP  management  tool,  enabling  national-level  comparisons  of 
the  performance  of  MEP  clients  with  the  perfomiance  of  "control"  firms  that 
have  not  used  extension  services. 

Because  the  MEP  is  promoting  measurement  and  evaluation  as  powerful  learn- 
ing and  management  tools,  it  has  asked  the  Modernization  Fomm,  which  draws 
its  membership  from  the  centers,  to  develop  a  guide  on  evaluation  and  associated 
training  materials  for  use  by  project  managers  and  manufacturing  extension 
field  agents.  Training  workshops  are  now  being  planned,  with  the  first  scheduled 
for  Febmary  1994. 

Finally,  the  MEP  will  continue  to  sponsor  third-party  reviews  of  the  extension  net- 
work and  its  components  to  evaluate  their  effectiveness  and  to  guide  improve- 
ments in  performance,  including  evaluation.  It  already  has  initiated  several 
efforts  to  build  a  common  understanding  of  process  and  outcome  evaluation.  For 
example,  it  has  sponsored  studies  of  evaluation  issues  and  practices  in  industrial 
modernization  programs,  one  conducted  by  the  Georgia  Institute  of  Technology 
and  the  other  by  Camegie  Mellon  University.  It  also  requested  a  National  Re- 
search Council  study  of  barriers  and  opportunities  to  improve  the  manufacturing 
performance  of  small  and  medium-sized  manufacturers.    Other  steps  taken  to 
build  a  national  framework  for  evaluation  include  the  continuing  development 
of  taxonomies  for  classifying  types  of  services,  activities,  and  manufacturing  prob- 
lems and  practices  as  well  as  efforts  to  fomi  a  national  network  of  evaluators 
comprising  federal,  state,  local,  and  academic  experts. 


The  MEP  is  promoting 
measurement  and 
evaluation  as 
powerful  learning  and 
management  tools. 
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MALCOLM  BALDRIGE 
NATIONAL  QUALITY 
AWARD  PROGRAM 

Government-private  sector  partnerships  are  essential  as  the  United  States  re- 
sponds to  economic  challenges.  The  NIST-man^ed  Malcolm  Baldrige  National 
Quality  Award  program  demonstrates  just  how  effective  such  partnerehips  can  be. 
Industry  pledged  more  than  $10  million  to  support  the  program  when  it  was 
launched,  and  NIST  coordinates  the  more  than  90  percent  of  program  activities 
that  are  undertaken  by  the  private  sector 

Established  to  promote  quality  awareness,  to  recognize  quality  achievements  of 
U.S.  companies,  and  to  publicize  successful  quality  strategies,  the  award  is  having 
a  major  effect  in  encouraging  large  numbers  of  U.S.  companies  to  adopt  quality 
improvement  strategies — whether  or  not  they  ever  decide  to  compete  for  the 
award.  These  corporate  strategies  are  improving  the  ability  of  U.S.  companies 
to  compete  in  a  more  important  and  larger  contest:  winning  in  the  global 
marke^lace. 

The  program  recognizes  quality  management  excellence  in  three  categories: 
manufacturing,  service,  and  small  businesses.  Up  to  two  awards  can  be  made  in 
each  category.  In  the  six  years  the  award  has  been  given,  the  number  of  winners 
has  ranged  between  two  and  five. 

Although  the  major  focus  of  the  award  is  on  results  and  customer  satisfaction,  it 
is  not  given  for  ^lecific  products  or  services.  To  win  the  award,  a  company  must 
have  a  worid<lass  system  for  man^g  its  processes  and  its  people.  The  system 
should  ensure  continuous  improvement.  The  assessment  of  individual  compa- 
nies' performance  rests  with  an  independent  group  of  quality  experts,  selected  al- 
most entirely  from  the  private  sector  The  assessment  process  itself  is  an  iterative 
one,  involving  several  reviews  for  each  applicant  and  providing  comprehensive 
feedback  to  every  company  that  applies. 

Setting  Priorities 

The  award's  enabling  legislation  made  it  clear  that  the  program  was  to  extend 
beyond  the  selection  of  individual  companies  for  recognition;  it  was  expected  to 
raise  awareness  and  to  provide  information  and  incentives  for  U.S.  industry  to 
become  more  competitive  in  the  global  marke^jlace  by  incorporating  proven 
quality  management  strategies. 
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The  primary  customers  for  this  program  were  clearly  identified  as  U.S.  firms, 
and  NIST's  priorities  for  this  program  have  been  designed  to  ensure  that  all  U.S. 
companies  were  targets  for  involvement  and  information.  Accordingly  NIST  has 
made  major  efforts  to  reach  out  to  two  categories  of  companies  that  seemed  to  be 
under-represented  in  the  early  years  of  the  award  program:  service  sector  and 
smaller  companies. 

NIST's  first  priority  was  to  create  a  program  that  was  credible  to  quality  experts 
and  business  leaders  and  that  built  up  a  new  private-sector  network  to  do  the 
bulk  of  the  work  in  reviewing  applications.  The  program  also  needed  to  be 
financially  viable,  relying  primarily  on  private-sector  contributions  of  time  and 
funds.  NIST  also  assigned  high  priority  to  expanding  that  private-sector  network 
to  involve  trade  and  professional  associations  and  state  and  local  organizations 
to  extend  the  reach  of  the  Baldrige  Award  criteria  and  the  impact  of  lessons 
learned  by  companies  using  quality  management  techniques. 

Now  that  the  award  has  become  established  and  well  known  in  the  business 
community,  NIST  is  beginning  to  expand  the  program  into  two  areas  of 
national  importance:  health  care  and  education.  NIST  expects  to  scale  up  these 
initial  efforts  and  to  create  separate  awards  in  these  categories  if  pilot  programs 
launched  in  1995  are  successful  and  develop  strong  involvement  and  support. 

In  developing  criteria  for  the  Baldrige  Award,  NIST  consulted  extensively  with 
private-sector  quality  e)q)erts  formally  through  workshops  and  informally 
through  many  meetings  and  presentations.  The  criteria  are  refined  after  annual 
improvement  meetings  involving  award  judges,  examiners,  and  others  from  the 
private  sector  For  example,  the  1994  criteria  reflect  a  much  greater  emphasis  on 
corporate  re^onsibility  and  citizenship  and  on  customer-oriented  quality  results 
than  the  criteria  used  in  the  initial  years  of  the  program.  At  this  same  annual 
meeting,  the  private-sector  examiners  also  review  the  application  dv^  selection 
process.  Continuous  improvement  is  the  aim  of  these  regular  reviews  of  the 
criteria,  much  as  it  is  a  goal  of  the  entire  award  program. 

Program  Evaluation 

Just  as  award  applicants  are  required  to  measure  and  show  results  for  their  qual- 
ity management  strategies,  the  award  program  relies  on  a  variety  of  tools  to  evalu- 
ate program  effectiveness  and  to  measure  results. 

A  formal  advisory  committee  to  the  Secretary  of  Commerce  reviews  the  program's 
progress.  This  prestigious  group  of  national  quality  experts  from  business  and 
academia  provides  an  annual  report  to  NIST  and  to  the  Secretary.  Other  annual 
reviews  are  provided  to  NIST  by  the  Panel  of  Judges  (which  makes  final  recom- 
mendations on  proposed  winners  to  the  NIST  Director)  and  the  Foimdation  for 
the  Malcolm  Baldrige  National  Quality  Award — ^which  has  a  direct  interest  in  en- 
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suring  that  NIST  manages  the  program  to  make  the  best  possible  use  of  the  funds 
provided  by  the  foundation.  Moreover,  the  House  Committee  on  Science,  Space 
and  Technology,  which  introduced  the  legislation  establishing  the  award,  con- 
ducts an  annual  oversight  hearing  involving  winners  of  the  award,  NIST,  and 
outside  experts  to  review  the  program's  effectiveness  and  management  issues. 

As  part  of  its  formal  evaluation  process,  the  Panel  of  Judges  has  surveyed  a  sam- 
ple of  quality  award  applicants  to  determine  their  satisfaction  and  to  gain  in- 
sights into  problems  that  they  may  have  encountered.  The  NIST  Office  of  Quality 
Programs  reviews  the  information  gathered  through  these  two  mechanisms  and 
sets  specific  goals  and  actions  for  improvement.  For  example,  the  survey  of  appli- 
cants indicated  a  desire  for  more  rapid  feedback  from  the  examiners  on  the 
strengths  and  areas  for  improvement  in  the  companies'  quality  management 
efforts;  after  making  changes  in  the  evaluation  process  and  a  major  effort,  the 
turnaround  time  for  feedback  reports  was  reduced  substantially  from  the  1991 
competition  to  the  recently  completed  1993  cycle.  Feedback  quality  also  improved 
during  this  period. 

Generating  greater  public  awareness  of  quality  man^ement  strategies  and  the 
opportunity  for  improvement  is  a  major  aim  of  the  award  program,  and  winners 
of  the  award  are  asked  to  provide  detailed  feedback  to  NIST  on  the  conduct  of  the 
public  information  portions  of  the  program.  Meetings  and  surveys  are  conducted 
each  year,  providing  information  that  is  used  to  revise  and  guide  the  program's 
information  and  outreach  efforts. 

In  addition,  meetings  are  held  with  past  winners  to  review  the  award  program's 
overall  impact  and  effectiveness  and  to  solicit  ideas  for  changes.  For  example,  in 
July  of  1993,  top-ranking  quality  officials  representing  14  of  the  17  companies 
that  had  won  to  date  met  at  NIST  to  provide  that  feedback. 

One  especially  useful  indicator  of  the  program's  success  is  the  level  of  companies' 
interest  in  the  award  criteria.  More  than  1  million  copies  of  the  criteria,  which 
serve  as  quality  improvement  guidelines,  have  been  requested  and  distributed. 
They  are  reproduced  and  used  widely  by  companies  and  other  organizations  to 
drive  quality  improvement  in  all  sectors  of  the  economy  They  serve  as  the  basis 
for  approximately  30  separate  state  and  local  level  awards  for  quality,  and  they 
now  are  used  as  the  model  for  awards  in  Mexico,  Europe,  and  elsewhere  around 
the  globe.  Another  indicator  of  interest:  more  than  20,000  presentations  have 
been  made  on  quality  improvement  through  the  Baldrige  Award  approach — the 
vast  majority  by  award  winners  or  examiners  from  the  private  sector 

Ultimately,  the  program's  effectiveness  must  be  evaluated  by  the  intact  on  com- 
panies' performance.  Quality  management  is  just  one  of  numerous  factors  that 
determine  a  company's  financial  performance,  and  quality  improvement  alone  is 
no  guarantee  of  financial  success.  Still,  many  companies  assert  that  their  adop- 


34 


639 


tion  of  quality  management  practices  based  on  the  Baldrige  criteria  have  placed 
them  in  a  better  financial  and  competitive  position.  ^  ^  . 

Some  measures  of  the  program's  bottom-line  effectiveness  to  date: 

♦  A 199 1  report  from  th?«6ieral  Accounting  Office  calls  the  Malcolm 
Baldrige  Nationai^ality  Award  criteria  "the  most  widely  used  ac- 
cepted formal  dfifinition  of  what  constitutes  a  total  quality  manage- 
ment con^any."    On  the  basis  of  a  survey  of  firms  using  the  criteria, 
the  report  concludes  that  "In  nearly  all  cases,  companies  that  used  to- 
tal quality  management  practices  achieved  better  employee  relations, 
higher  productivity,  greater  customer  sati^action,  increased  market 
share,  and  improved  profitability." 

♦  Solectron  Corp.,  a  1991  award  winner,  noted,  "Since  we  applied  for 
the  Malcobn  Baldrige  award  in  1989,  Solectron 's  sales  have  increased 
316  percent  and  profit  has  increased  338  percent  in  3  years. ...  We  at- 
tribute our  financial  performance  a  great  deal  to  the  improvement  we 
made  through  the  rigorous  examination  and  feedback  from  the 
Baldrige  ^pfication  process." 

♦  According  to  a  Business  Week  analysis,  the  three  publicly  traded, 
whole  company  Baldrige  winners  outperformed  the  Standard  & 
Poor's  500  ftom  the  time  they  won  the  award  through  September  30, 
1993,  by  8.6  to  1. 

♦  AT&T's  Transmission  Systems  Business  Unit  reduced  time  to  market 
by  50  percent  in  three  years. 

♦  Zytec's  internal  manufacturing  process  yields  improved  fivefold  from 
1988  to  1992,  with  on-time  delivery  up  from  75  percent  to  98  percent 
ftwm  1989  to  1992. 

♦  Motorola  Inc.  considers  the  criteria  for  the  Baldrige  Award  so  impor- 
tant that  it  has  given  its  suppliers  until  199^  to  follow  the  award 
criteria  or  risk  losing  Motorola  as  a  customer  for  their  products. 

The  overall  impact  of  the  program  was  described  in  an  article  in  the  Harvard 
Business  Review: 

In  just  four  years,  the  Malcolm  Baldrige  National  Quality  Award  has 
become  the  most  important  catalyst  for  transforming  American  busi- 
ness. More  than  any  other  initiative,  public  or  private,  it  has  reshaped 
managers'  thinking  and  behavior  The  Baldrige  Award  not  only  codi- 
fies the  principles  of  quality  management  in  clear  and  accessible 
language.  It  also  goes  further,  it  provides  companies  with  a  compre- 
hensive fi^mework  for  assessing  their  progress  toward  the  new  para- 
digm of  management  and  such  commonly  acknowledged  goals  as 
customer  satisfaction  and  increased  employee  involvement 


"In  just  four  years,  the 
Malcolm  Baldrige 
National  Quality  Award 
has  become  the  most 
important  catalyst 
for  transforming 
American  business." 
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Comments  on  this 
paper  are  encouraged. 


SUMMARY 


In  the  midst  of  a  new  imperative  to  more  effectively  link  government  and  indus- 
try in  tackling  technology  challenges,  NIST  recognizes  the  importance  of  clearly 
spelling  out  how  the  agency  sets  priorities,  evaluates  performance,  and  measures 
economic  impact.  This  paper  provides  a  snapshot  of  those  processes  today  for 
each  of  the  Institute's  four  major  programs.  NIST  seeks  continuous  improve- 
ment— to  build  upon  the  mechanisms  already  in  place,  to  learn  from  others, 
and  to  more  vigorously  and  comprehensively  qjply  the  best  of  the  best  evaluation 
and  measurement  tools.  Always,  the  end  goal  must  be  to  maximize  the  Institute's 
work  with  industry  to  promote  technology  for  economic  growth.  Comments  on 
this  paper  are  encouraged. 

Comments  on  this  paper  should  be  directed  to: 

Dr.  Arati  Prabhakar 

Director 

National  Institute  of  Standards  and  Technology 

Gaithersburg,  Md  20899-0001 

fax:  (301)  869-8972 

email:  director@mi(f. nist.gov 
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Dr.  Prabhakar.  This  is  our  attempt  to  explain  where  we  are, 
and  we  would  welcome  comments  and  feedback.  We  have  gotten  a 
lot  of  positive  response  from  the  industry  on  this. 

The  final  part  of  our  management  strategy  has  been  to  look  in- 
ternally at  our  staff  and  focus  on  a  strategy  to  scale  up  with  mini- 
mum staff  growth  and  minimum  bureaucratic  overhead.  Most  of 
the  growth  in  our  programs  is  for  the  Advanced  Technology  Pro- 
gram, Manufacturing  Extension,  the  Baldrige  award,  efforts  that 
are  making  things  happen  out  in  the  technical  community,  and  in 
the  case  of  ATP,  putting  dollars  out  into  companies. 

In  the  case  of  Manufacturing  Extension,  we  are  putting  dollars 
out  into  the  extension  centers,  typically  not-for-profits  throughout 
the  country.  Therefore,  we  need  very  few  staff  members  to  run 
those  kinds  of  programs.  ATP  and  Manufacturing  Extension  will 
have  a  combined  total  staff  of  fewer  than  100  people  in  1995.  The 
Baldrige  award,  similarly,  has  fewer  than  30  people. 

NISTs  largest  number  of  employees  is  in  our  laboratories.  Today 
we  have  about  3,200  employees.  As  we  scale  up  our  programs  in 
the  laboratories  and  strengthen  them,  we  are  working  on  a  strat- 
egy that  minimizes  staff  growth. 

With  the  $90  million  increase  in  fiscal  year  1995,  we  anticipate 
only  a  5  percent  staff  increase.  The  reason  we  are  going  to  be  able 
to  do  that  is  we  have  many  staff  members  who  are  working  for 
other  agencies.  As  those  funds  decline  and  they  are  able  to  work 
on  direct  appropriated  dollars,  they  will  be  able  to  respond  much 
more  directly  to  industries'  needs,  which  is  really  what  this  is  all 
about. 

Finally,  we  are  also  beginning  to  work  much  more  aggressively 
with  the  rest  of  the  technology  community  trying  to  leverage  work 
in  universities  and  other  Federal  laboratories  and  coordinate  our 
programs  with  other  agencies,  and  I  think  that  is  going  to  be  a  crit- 
ical part  of  our  management  strategy,  as  well. 

Let  me  just  summarize  by  saying  again  that  we  realize  what  a 
significant  request  this  is,  particularly  in  a  year  like  this  budget 
year.  It  is  an  unprecedented  request  for  NIST.  But  I  think  that  the 
need  and  the  opportunity  for  civilian  technology  programs  at  the 
moment  is  also  unprecedented. 

The  President  and  the  Secretary  have  indicated  a  very  strong 
commitment  to  making  these  programs  happen.  The  industry  is 
ready  to  go,  and  I  believe  NIST  has  the  proven  approaches  and  the 
management  and  methodology  in  place.  I  will  be  happy  to  answer 
questions,  along  with  Dr.  Good. 

[The  biographical  sketch  and  prepared  statement  of  Dr. 
PrabhaJcar  follow:] 
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Arati  Prabhakar 

Director,  National  Institute  of  Standards  and  Technology 

d"ev'dTnlSi''7h*''r"f  Techoology  Prog™,  tot  provides  coa-shared  g™,B  ,„  industry  for 
development  of  lugh-nsk  technologies  with  sigmfic^t  commercial  polentiid-  ^ 
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.  M^„al.ty  out„»,ch  program  Otat  includes  management  of  the  Malcolm  Baldrigc  National  Quality 
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networks  as  weU  as  Hexible  manufactunng  for  infrared  focal  plane  arrays 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  I  welcome  the 
opportunity  to  discuss  the  President's  fiscal  year  1995  budget 
request  for  the  National  Institute  of  Standards  and  Technology. 

This  year,  the  President  is  requesting  $935  million  in  three 
separate  appropriations.   This  amount  is  an  increase  of  $414.8 
million  over  the  FY  1994  appropriations  of  $520.2  million.   We 
are  requesting  $519  million  for  technology  development  and 
technology  transfer  and  outreach;  $316  million  for  our  laboratory 
research  and  services;  and  $100  million  for  facilities 
construction  and  renovation. 

At  a  time  when  many  Federal  agency  budgets  are  being  cut  back, 
NIST's  budget  is  proposed  for  dramatic  increases  --  and  we  are 
prepared  to  put  this  national  investment  to  best  use  in  promoting 
U.S.  economic  growth.   Let  me  put  the  President's  proposal  in 
context . 

The  Federal  government  now  supports  about  half  of  all  of  the 
research  and  development  conducted  by  the  United  States,  but  only 
a  relatively  small  proportion  of  that  support  is  directly  aimed 
at  benefitting  U.S.  industrial  competitiveness.   Global 
technology  and  market  changes  are  demanding  shifts  in  that 
federal  R&D  mix. 

President  Clinton  has  spelled  out  a  clear  approach  for  making 
those  changes,  more  vigorously  supporting  civilian  technology  in 
our  post -Cold  War  era.   Commerce  Secretary  Brown  has  helped  to 
guide  that  strategy,  making  technology  one  of  the  department's 
top  priorities  and  attracting  extraordinary  industry  involvement 
and  support .   That  speaks  volumes  about  how  both  government  and 
industry  now  jointly  view  government  technology  activities. 

Building  on  the  initiative  first  provided  by  Congress,  NIST  is 
now  playing  a  much  more  important  role  in  the  government's 
technology  strategies.   While  the  NIST  component  of  the  Federal 
R&D  budget  traditionally  has  been  a  very  small  fraction  of  the 
total  investment  --  less  than  one  percent  --  this  year  we  have 
been  singled  out  for  the  largest  percentage  growth  of  any 
technology  agency. 

As  government  increases  direct  investment  in  civilian  technology, 
government  technology  activities  still  must  complement  and 
support  --  rather  than  substitute  for  --  the  private  sector's  R&D 
activities.   At  NIST,  we  are  guided  by,  and  are  well  positioned 
to  meet,  that  requirement.   That  is  because  NIST's  mission  is 
straightforward  --  and  unique.   As  part  of  the  Commerce 
Department's  Technology  Administration,  NIST  aims  to  promote  U.S. 
economic  growth  by  working  with  industry  to  develop  and  apply 
technology,  measurements  and  standards.   We  do  that  through  four 
major  programs  that  make  up  a  portfolio  of  technology-based 
tools : 
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o    a  competitive  Advanced  Technology  Program  providing  cost- 
shared  awards  to  industry  to  develop  high-risk  technologies 
that  can  enable  significant  commercial  advances; 

o    a  grassroots  Manufacturing  Extension  Partnership  helping 

small  and  medium-sized  companies  to  adopt  new  technologies; 

o    a  strong  laboratory  effort  planned  and  implemented  in 

cooperation  with  industry  and  focused  on  inf rastructural 
technologies,  such  as  measurements,  standards,  evaluated 
data,  and  test  methods;  and 

o    a  far-reaching  quality  improvement  program  associated  with 
the  Malcolm  Baldrige  National  Quality  Award. 

Let  me  briefly  describe  our  FY  1995  requests  for  each  of  these 
programs . 

Advemced  Technology  Program 

The  Advanced  Technology  Program,  or  ATP,  aims  to  accelerate 
commercial  technology  development.   The  ATP  provides  cost-shared 
funding  to  individual  companies  and  industry- led  joint  ventures 
to  develop  the  high-risk,  high-payoff  technologies  that  can 
enable  significant  commercial  progress.   The  program  seeks  to 
build  bridges  between  basic  research  and  product  development.   it 
is  designed  to  help  companies  to  better  exploit  new  scientific 
knowledge  that  demonstrates  technical  feasibility  and  removes 
technical  barriers  to  commercialization.   Just  a  few  years  after 
receiving  the  first  awards  in  1991,  ATP-funded  projects  are 
beginning  to  yield  the  technical  and  business  results  that 
promise  large  payoffs  for  U.S.  companies  and  our  economy. 

Increased  funding  in  FY  1994  has  allowed  the  ATP  program  to 
double  to  12  0  the  number  of  awards  expected  to  be  made,  and  to 
establish  focused  programs  in  which  proposals  are  sought  in 
specific,  well-defined  program  areas. 

Through  a  series  of  public  meetings  with  industry,  we  found 
widespread  support  for  the  idea  that  focused  program  competitions 
can  help  maximize  the  ATP's  leverage  by  driving  key  strategic 
technology  areas.   Between  October  and  December  1993,  the  U.S. 
technical  community  demonstrated  this  potential  by  submitting 
more  than  450  ideas  for  focused  ATP  program  areas. 

The  FY  1995  request  of  $451  million  (an  increase  of  $250.8 
million)  for  the  ATP  would  put  the  program  more  than  halfway 
toward  President  Clinton's  goal  of  $750  million  in  ATP  funding  by 
1997  --  a  level  at  which  it  will  be  a  powerful  national  program 
that  makes  a  meaningful  difference  to  our  ij^^d^^^ries  rather  than 
being  just  an  effective  pilot  program  that  has  helped  a  limited 
number  of  companies . 
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The  FY  1995  increase  will  allow  the  ATP  to  support  a  total  of 
about  10  focused  program  and  general  award  competitions  resulting 
in  about  200  new  awards.   It  also  will  provide  sufficient  funds 
to  continue  to  support  all  active  multiyear  projects  begun  in  FY 
1994  and  earlier.   By  the  end  of  FY  1995,  the  ATP  would  be 
funding  350  active  projects. 

Manufacturing  Extension  Partnership 

NIST's  Manufacturing  Extension  Partnership,  or  MEP,  is  a  true 
grassroots  effort  to  improve  the  competitiveness  of  small  and 
medium-sized  U.S.  manufacturers.   There  are  more  than  370,000 
manufacturers  in  the  United  States  with  fewer  than  500  employees; 
they  account  for  about  95  percent  of  all  U.S.  manufacturers  and 
more  than  75  percent  of  new  manufacturing  jobs.   These  companies 
have  a  major  impact  on  their  local  economies  --  and  on  our 
national  well-being.   But  to  compete  successfully,  many  of  these 
companies  need  to  upgrade  their  use  of  manufacturing  technology, 
and  to  incorporate  world-class  manufacturing  practices.   These 
smaller  firms  often  do  not  have  the  technical  resources  to 
identify,  to  prioritize,  and  to  put  in  place  many  of  the 
manufacturing  improvements  they  need  in  order  to  survive  and 
thrive.   That  is  where  the  MEP  can  make  a  difference. 

The  MEP  helps  these  companies  to  adopt  new  technologies  through 
manufacturing  technology  centers,  smaller  manufacturing  outreach 
centers,  the  State  Technology  Extension  Program,  and 
linking/networking  technologies  and  programs  that  interconnect 
MEP  participants  into  a  nationwide  system.   That  includes 
critical  links  to  outreach  and  technical  assistance  programs 
managed  by  other  Federal  agencies  --  including  the  Departments  of 
Energy  and  Labor  as  well  as  the  Environmental  Protection  Agency, 
the  Small  Business  Administration,  and  others.   Client  firms  of 
NIST's  first  seven  centers  reported  $320  million  in  benefits 
between  1989  and  1993  --a  return  of  $7  for  each  federal  dollar 
invested  in  the  centers.   A  truly  national  network  can  have 
enormous  impact . 

The  geographic  reach  of  the  MEP  is  expanding  significantly  in  FY 
1994  with  the  establishment  of  additional  extension  centers 
managed  by  NIST  with  funding  from  the  Defense  Department's 
Technology  Reinvestment  Project,  led  by  the  Advanced  Research 
Projects  Agency. 

The  FY  1995  request  of  $61  million  (an  increase  of  $30.7  million) 
is  a  vital  step  in  building  a  full-scale  manufacturing  extension 
service.   It  brings  the  MEP  more  than  halfway  toward  the 
President's  goal  of  100  centers  by  1997. 
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The  increased  FY  1995  funding  combined  with  remaining  TRP  funding 
will  bring  the  total  number  of  Manufacturing  Technology  Centers 
under  NIST  management  to  about  20,  and  the  total  number  of 
Manufacturing  Outreach  Centers,  which  are  smaller  extension 
centers,  under  NIST  management  to  about  50.   It  will 
substantially  increase  the  availability  of  funding  through  the 
State  Technology  Extension  Program  to  states  that  are  starting 
work  to  improve  or  establish  manufacturing  extension  programs. 
The  increase  will  provide  improved  interconnections  with  other 
extension  services  provided  through  other  Federal  agencies,  and 
it  will  further  the  linking  systems  needed  to  form  a  national  MEP 
network  for  communications,  data  sharing,  identification  of 
training  resources,  and  intensive  evaluation  efforts. 

Laboratory  Programs 

Our  laboratory  programs  have  long  been  recognized  for  their 
practical  assistance  to  industry  and  their  focus  on 
infrastructural  technologies  that  support  our  economy.   The 
benefits  from  such  enabling  technologies  typically  spread  across 
entire  industries,  and  the  investments  needed  to  produce  them 
cannot  be  recovered  by  individual  companies.   But  there  is  a 
pent-up  demand  by  industry  for  NIST  research,  measurement 
technologies,  and  services.   While  NIST  has  had  several  decades 
of  flat  or  eroding  budgets,  entire  new  industries  -- 
biotechnology  and  computer  networking,  for  example  --have 
emerged,  and  the  technical  needs  of  established  industries  also 
have  increased.   We  need  these  increases  to  fill  the  widening  gap 
in  our  national  measurement  infrastructure.   NIST  is  the  only 
part  of  our  Nation's  technology  enterprise  that  has  this 
measurement  mission  and  capabilities. 

In  FY  1995,  we  are  requesting  $316  million  (an  increase  of  $88 
million)  to  accelerate  NIST  laboratory  work  in  five  key  technical 
areas  and  to  open  and  expand  foreign  markets  for  U.S.  technology. 
Bunding  on  smaller  increases  provided  in  FY  1994   full  funding 
of  these  initiatives  will  bring  NIST  more  than  half-way  toward 
the  President's  goal  of  doubling  the  NIST  laboratory  budget 
between  FY  1993  and  FY  1997.   I  urge  you  not  to  overlook  this 
less  glamorous  portion  of  NIST's  budget  request.   Our  laboratory- 
based  efforts  p?ovide  the  "nuts  and  bolts"  research  and  services 
thit  can  and  do  make  the  difference  between  technological  promise 
and  practical  commercial  products  and  services. 

FY  1995  initiatives  will  support  technology  for  the  national 
information  infrastructure;  advanced  materials  and  processing, 
aSva^ed  manifacturing;  biotechnology;  postdoctoral  fellowships; 
environmental  technologies;  and  international  trade 
standardization,  and  measurement  services.   Our  specific 
requested  increases  include: 
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National  Information  Infrastructure:   $38.3  million  to 
accelerate  the  commercialization  of  new  information 
technologies  by  enabling  NIST  to  expand  its  R&D  program  in 
areas  related  to  high-performance  computing,  high-speed 
networking  for  manufacturing  applications,  and  semiconductor 
manufacturing . 

Advanced  Materials  and  Processing:  $16.8  million  to  better 
understand  and  control  materials  so  that  industry  can  bridge 
the  gap  between  technologies  and  processes  that  work  in  the 
laboratory  to  use  in  commercial,  full-scale  production 
system;  this  request  also  will  enable  NIST  to  better 
integrate  advanced  materials  with  design  and  manufacturing 
requirements . 

Advanced  Manufacturing:  $18  million  to  expand  NIST's 
assistance  to  U.S.  industry  in  the  areas  of  precision 
manufacturing,  assembly  and  inspection;  integrated  tools  for 
product  and  process  engineering  and  design;  and  advanced 
manufacturing  technology  infrastructure. 

Biotechnology:  $4.25  million  to  develop  biotechnology 
modeling  and  the  measurement  and  data  tools  need  to 
accelerate  commercialization  of  bioproducts  through  improved 
product  design,  process  optimization,  and  quality  assurance 
for  novel  food  products,  environmental  applications,  human 
therapeutics,  and  sensor  technology. 

Postdoctoral  Fellowship  Program:  $1  million  to  add  12  new 
National  Research  Council  postdoctoral  fellowships  to 
parallel  increases  in  the  Institute's  laboratory  program  and 
contribute  to  the  quality  of  NIST  industry-oriented  lab 
research. 

Environmental  Technologies:  $4.95  million  to  advance  the 
goals  of  sustainable  development  by  expanding  NIST  research 
on  reference  materials,  databases,  and  advanced  measurement 
technologies  needed  to  reduce  pollution,  conserve  resources, 
and  enhance  international  competitiveness. 

International  Trade  Standardization  and  Measurement 
Services:  $4.7  million  to  establish  coordinated  and 
comprehensive  measurement  services,  information,  and 
standards  programs  to  help  open  and  expand  foreign  markets, 
increase  exports,  and  enhance  U.S.  technology  development 
and  commercialization. 
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Facilities 


The  current  replacement  value  of  NIST's  facilities  is  over 
$2  billion.   Most  of  these  were  constructed  in  the  60s  and  70s. 
It  already  is  impossible  for  the  Institute  to  provide  some  U.S. 
manufacturers  with  essential  services,  such  as  state-of-the-art 
calibrations  urgently  needed  to  maintain  production-line  quality 
controls  on  a  par  with  overseas  competitors.   Lab  controls  that 
were  more  than  adequate  when  facilities  were  first  constructed 
between  30  and  40  years  ago  are  inadequate  for  the  more  sensitive 
work  today.   Power  supplies  are  regularly  interrupted  by  lack  of 
system  capacity  and  local  weather,  resulting  in  costly  delays  and 
rework . 

The  Administration  and  Congress  have  endorsed  NIST's  plan  to 
upgrade  its  facilities  through  a  $540  million,  10-year  effort. 
During  the  first  2  years,  NIST  was  appropriated  $105  million  for 
FY  1993  and  $62  million  for  FY  1994.   The  FY  1995  request  of  $100 
million  is  vital  for  NIST  to  continue  the  facilities  improvement 
program  and  to  carry  out  its  mission  as  the  nation's  premier 
measurement  technology  laboratory. 

Malcolm  Baldrige  National  Quality  Award  Program 

Quality  goods  and  services  are  at  the  heart  of  any  nation's 
prospects  for  success  in  the  global  marketplace,  and  the  Malcolm 
Baldrige  National  Quality  Award  Program  has  been  extraordinarily 
successful  in  helping  U.S.  industry  to  meet  the  quality 
challenge.   Well  over  1  million  copies  of  the  Malcolm  Baldrige 
National  Quality  Award  criteria  have  been  distributed 
worldwide  --  just  one  indicator  of  the  program's  reach  in 
recognizing  and  promoting  improvements  in  quality  management  by 
manufacturers,  service  companies,  and  small  businesses.   The 
award  is  having  a  dramatic  effect,  making  a  previously  amorphous 
concept  both  concrete  and  achievable  for  thousands  of  U.S. 
companies.   That  has  led  to  both  improved  customer  satisfactxon 
and  profitability  for  these  firms. 

The  FY  1995  request  of  $6.9  million  (an  increase  of  $4  million) 
would  begin  a  pilot  program  to  extend  the  benefits  of  the  award 
program  to  the  U.S.  education  and  health  care  communities.   Both 
of  these  important  sectors  of  our  economy  increasingly  realize 
that  the  principles  of  quality  improvement  being  practiced  by 
businesses  can  yield  similar  benefits  for  education  and  health 
care . 

Pending  a  successful  trial  and  full  support  from  both  sectors, 
NIST  would  recommend  establishment  of  these  two  categories  to  the 
Secretary  of  Commerce  in  FY  1996.   In  FY  1994,  we  are  testing 
criteria  and  trial  examiner  selections.   NIST  is  also  working 
closely  with  the  Departments  of  Education  and  Health  and  Human 
Services  on  this  effort. 
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Delivering  Value  to  U.S.  Industry 

The  President  is  asking  Congress  to  make  a  much  larger  investment 
in  NIST's  civilian  technology  programs.   We  are  confident  that  we 
can  meet  the  challenge  and  help  strengthen  the  U.S.  economy.   We 
recognize  that  our  programs  must  be  closely  coupled  to  U.S. 
industry's  goals  and  priorities  --  and  we  have  nearly  a  century 
of  proven  interactions  with  industry  to  build  upon.   We  also  have 
had  terrific  engagement  with  industry  in  our  newer  programs  -- 
the  Advanced  Technology  Program,  Manufacturing  Extension 
Partnership,  and  Malcolm  Baldrige  National  Quality  Award  program. 
In  each,  we  are  beginning  to  see  real  impact. 

Setting  Priorities  and  Measuring  Results 

In  building  our  programs  to  stimulate  civilian  technology  for 
economic  growth,  we  are  charting  a  new  course  for  Federal  R&D. 
Two  pivotal  questions  must  guide  our  efforts.   First,  how  do  we 
set  priorities  for  investing  taxpayers 's  dollars?   And  second, 
once  the  investments  are  made,  how  do  we  assess  their  impact? 
The  short  answer  is  that  NIST's  priorities  are  set  and  results 
are  measured  on  the  basis  of  benefits  realized  by  U.S.  industry 
--  industry's  needs  drive  our  efforts.   I  would  like  to  submit 
for  the  record  a  report  we  recently  produced  that  answers  those 
questions  in  more  detail.   It  was  prepared  to  promote  discussion 
and  invite  constructive  criticism  from  industry,  academia, 
government  agencies,  and  others.   The  response  --  especially  from 
industry  --  has  been  very  positive. 

Scaling  Up  and  Mauiaging  Growth 

We  also  have  addressed  other  critical  management  issues  for  each 
of  NIST's  four  programs  as  we  scale  them  up  for  national  impact. 
Our  strategy  is  to  scale-up  with  minimum  staff  growth  and 
bureaucratic  overhead. 

Both  the  ATP  and  MEP  have  been  pilot  tested  and  designed  from 
inception  to  be  national  in  scope.   Because  the  funds  in  each 
program  are  for  activities  performed  in  the  private  sector, 
neither  will  require  large  increases  in  NIST  personnel.   For  FY 
1995,  these  programs  will  operate  with  a  total  staff  of  about 
100. 

NIST  laboratories  have  been  heavily  dependent  on  funding  from 
other  government  agencies.   As  direct  appropriations  increase,  we 
will  be  able  to  better  respond  to  industry  needs  for 
inf rastructural  technologies  by  reducing  activities  for  other 
government  agencies.   That  will  enable  NIST  to  better  meet 
industry's  priorities  while  increasing  staff  by  only  about  5 
percent  by  FY  1995. 
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Our  Baldrige  Award  program  is  a  veteran  of  scale-up,  moving  from 
establishment  in  late  1987  to  full  operation  the  next  year.  NIST 
is  readying  pilot  efforts  that  could  lead  to  full-fledged  award 
programs  for  the  health  care  and  education  communities  in  1996  -- 
once  again,  with  little  staff  growth  due  to  the  heavy  involvement 
of  the  private  sector.  This  program  will  operate  with  fewer  than 
30  staff  members  in  FY  1995. 

A  key  factor  in  successfully  scaling  up  will  be  our  ability  to 
closely  coordinate  and  leverage  our  capabilities  in  the  other 
technology-oriented  Federal  agencies.   We  have  long-standing 
relationships  with  the  Departments  of  Defense  and  Energy,  NASA, 
and  literally  dozens  of  other  agencies.   In  the  past  year,  as 
other  agencies  have  paid  closer  attention  to  how  their  resources 
can  be  brought  to  bear  on  our  civilian  technology  base,  and  as 
the  role  of  the  Commerce  Department,  the  Technology 
Administration  and  NIST  has  been  strengthened,  these  interactions 
have  intensified.    We  intend  to  build  on  this  base  of 
cooperation,  and  to  work  with  other  agencies  whenever  it  will 
help  us  to  fulfill  our  unique  mission  of  strengthening  U.S. 
industry  and  the  economy  through  the  development  and  application 
of  technology,  measurements  and  standards. 

Conclusion 

The  size  of  NIST's  requested  budget  increase  for  FY  1995  is 
unprecedented,  especially  at  a  time  when  Federal  spending  must  be 
held  tightly  in  check.   But  the  magnitude  of  U.S.  industry's 
technology  challenge  is  also  unprecedented,  and  the  President  is 
committed  to  investing  more  heavily  in  civilian  technology. 
These  investments  must  be  designed  to  make  a  real  difference  for 
U  S   industry  and  for  our  economic  strength.   With  a  proven  tracK 
record  of  success,  and  with  explicit  plans  in  place  to  scale-up 
and  manage  this  growth,  NIST's  FY  1995  proposals  can  provide 
exactly  the  kind  of  support  U.S.  industry  needs  m  a  technology- 
driven  global  economy. 

Mr.  Chairman,  this  concludes  my  statement,   I  will  be  pleased  to 
answer  any  questions  that  you  may  have. 
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Mr.  Smith.  Well,  I  really  appreciate  your  statements.  We  could 
never  have  done  what  we  did  in  the  1950s  if  it  had  not  been  for 
the  buildup  in  World  War  II. 

President  Roosevelt  tried  every  way  he  could,  Henry  Wallace 
tried  every  way  he  could  to  explain  to  the  American  people  that  we 
had  to  build  industry,  give  capacity  to  industry,  and  build 
consumer  goods.  And  people  resisted  it. 

Unfortunately  in  this  country,  we  seem  to  be  willing  to  have 
buildups  in  our  capacity  to  produce  if  you  are  producing  for  war, 
but  not  if  we  are  producing  for  consumer  goods.  Now,  hopefully, 
this  is  an  opportunity  where  we  can  turn  it  around. 

On  the  other  hand,  there  is  resistance  right  here  in  Congress  to 
making  the  moves  now.  I  don't  think  we  can  hold  back  on  it.  Either 
we  are  going  to  do  it  or  we  are  not  going  to  do  it. 

Dr.  Good.  Mr.  Chairman,  you  might  use  this  printed  circuit 
board  as  an  example  of  that,  because  I  just  got  through  counting 
the  U.S.  parts  versus  the  others. 

Mr.  Smith.  How  many  are  there? 

Dr.  Good.  It  turns  out  we  are  doing  better  than  we  were  three 
years  ago.  About  half  of  the  big  chips  are  from  Intel,  but  there  are 
also  chips  here  from  China,  Japan,  and  my  guess  is,  unless  I  mis- 
read the  labels,  some  from  Korea.  It  is  a  very  interesting  board. 

Mr.  Smith.  IJnfortunately,  we  don't  have  very  many  people  who 
understand  what  you  are  talking  about.  And  I  agree  with  what  you 
say — we  have  to  leverage  the  money  by  working  with  universities. 

I  do  want  to  put  in  one  caveat  here,  though.  I  was  on  the  sub- 
committee when  we  went  for  big  increases  in  the  National  Insti- 
tutes of  Health.  We  went  from  $73  million  when  Mr.  Natcher  and 
I  went  on  that  subcommittee  in  January  of  1967  to  $11  billion  this 
year.  We  shoved  that  money  at  them  so  fast,  they  couldn't  get  rid 
of  it.  So  they  built  in  a  huge  overhead,  the  universities.  Reasonable 
overhead  is  okay,  but  not  just  to  get  rid  of  it.  Because  once  you  get 
it  in  there,  then  you  just  reduce  the  amount  of  research  you  can 
get  out  of  it. 

Dr.  GrOOD.  For  single  companies,  the  ATP  does  not  pay  any  over- 
head. We  pay  direct  costs,  but  not  overhead. 

Mr.  Smith.  I  see.  How  many  libraries  do  you  have? 

Dr.  GrOOD.  1,400  depository  libraries  in  the  country. 

GLOBAL  TECHNOLOGY  STATUS 

Mr.  Smith.  You  said  you  want  to  understand  where  we  are  com- 
pared to  the  rest  of  the  world,  compared  to  China,  especially. 

Dr.  Good.  Right. 

Mr.  Smith.  I  don't  quite  understand  where  the  capacity  is  in 
other  agencies  to  find  the  answer  to  this.  How  do  you  find  the  an- 
swer to  that? 

Dr.  Good.  You  do  it  two  ways,  Mr.  Chairman.  There  is  data,  in- 
terestingly enough,  which  the  Commerce  Department  collects  a  fair 
amount  of,  which  has  to  do  with  products.  That  come  into  the  Unit- 
ed States.  We  know  what  they  are  making. 

The  issue  is  to  take  that  kind  of  information  and  the  trade  infor- 
mation, and  then 
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Mr.  Smith.  Do  they  have  the  information? 

Dr.  Good.  Yes,  they  have  some  of  the  trade  information.  What 
we  would  hke  to  do  is  to  take  that  and  some  of  the  National 
Science  Foundation  information  to  fill  that  gap  where  the  tech- 
nology is;  we  will  probably  have  to  gather  some  of  that  ourselves 

Mr.  Smith.  How  do  you  gather  it? 

Dr.  Good.  You  do  it  in  several  different  ways.  You  can  do  it  by 
looking  at  the  literature. 

Mr.  Smith.  Chinese  literature? 

Dr.  Good.  Yes,  and  analyzing  the  literature.  We  would  probably 
make  one  or  two  trips  to  specific  science  centers  that  we  know  of 
to  get  an  idea  of  where  the  cutting  edge  is.  We  have  information 
that  they  just  opened  a  very  high  quality  chip  factory  that  has  real 
potential  for  using  some  of  the  technology  that  they  have  acquired 
elsewhere,  and  we  need  to  understand  what  they  are  doing. 

We  would  like  to  gather  that  kind  of  information  in  the  develop- 
ing world  and  be  able  to  let  you  know  where  it  is,  where  the  critical 
technology  edges  are,  where  they  are  very  competitive,  and  where 
they  are  not. 

To  make  the  kinds  of  decisions  that  you  all  need  to  make,  that 
is  the  kind  of  information  you  need.  We  believe  we  can  put  that 
together. 

manufacturing  extension  partnership 

Mr.  Smith.  I  see.  Now,  you  talked  about  100  centers.  Is  there  an 
average  cost  per  center? 

Dr.  Prabhakar.  The  complete  Manufacturing  Extension  Partner- 
ship will  include  some  centers  that  are  for  regions  of  high  manufac- 
turing density  where  they  are  serving  many  thousands  of  manufac- 
turing firms. 

They  will  look  like  our  original  manufacturing  technology  cen- 
ters, roughly.  Those  operate  at  about  a  total  cost  of  $6  million  a 
year.  I  believe  that  half  of  that  is  from  the  Federal  (Government 
and  then  cost-shared  for  the  other  half. 

We  think  probably  25  or  so  of  the  total  100  centers  will  look  like 
that.  The  other  75  are  designed  for  regions  with  lower  manufactur- 
ing density  or  satellites  to  the  larger  centers,  and  they  will  serve 
a  smaller  population  of  companies.  And  those  are  average  size  I 
think  about  $1  million  per  year  in  operation.  So  you  will  see  a  spec- 
trum, depending  on  the  needs. 

Mr.  Smith.  I  know  you  take  the  applications  wherever  they  are 
located  that  have  the  greatest  potential  for  producing  jobs  and  ac- 
complishing our  purpose. 

But  do  you  visualize  that  when  you  get  100  centers,  they  will  be 
fairly  well  distributed? 

Dr.  Prabhakar.  Absolutely.  The  goal  is  to  try  to 

Mr.  Smith.  Not  because  you  did  it  geographically. 

Dr.  GrOOD.  They  won't  be  geographic.  In  fact,  our  goal  is  to  have 
some  easy  access  for  all  of  America's  small  manufacturers,  the 
370,000  small  and  medium-sized  manufacturers  around  the  coun- 
try, but  how  you  reach  them  in  Nevada  is  quite  different  from  how 
you  reach  them  in  Cincinnati  or  something  like  that. 

Mr.  Smith.  You  are  not  going  to  do  it  geographically?  It  will 
work  itself  out? 
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Dr.  Prabhakar.  Yes.  Ultimately  we  do  need  to  have  complete  ge- 
ographic coverage,  but  the  way  we  are  getting  there  is  the  evalua- 
tion criteria  for  the  proposals,  focusing  on  serving  the  local  region 
and  then  ultimately  coordinating  the  whole  thing  into  something 
that  achieves  the  geographic  coverage. 

Dr.  Good.  The  question  came  up  this  morning,  about  how  to 
reach  those.  Most  of  these  centers  in  the  bigger  networks  are  actu- 
ally attached  to  what  the  States  have  already  done. 

We  are  not  trying  to  reproduce  what  the  States  have  done.  We 
are  cooperating  with  them  so  that  where  there  is  local  support  and 
there  is  also  already  some  local  activity,  we  are  putting  these  cen- 
ters in  collaboration  with  them  so  that  we  can  leverage  all  of  that 
IoceQ  and  State  support  as  well  as  what  we  are  putting  into  them 
from  the  Federal  government.  This  makes  a  big  difference,  both 
with  access  and  how  you  get  to  them  and  who  knows  they  are 
there,  as  well  as  leveraging  the  money  fairly  effectively. 

Mr.  Smith.  That  is  certainly  important.  Two  things  are  impor- 
tant. One  is,  don't  build  in  a  lot  of  overhead  and  the  other  thing 
is  leverage,  so  that  we  can  get  as  much  as  we  can  through  the  Fed- 
eral dollars. 

I  can  see  it  coming  down  the  pike  right  now.  When  you  start 
talking  about  this  kind  of  stuff,  civilian  goods,  somebody  will  say, 
"Oh,  you  are  going  to  interfere  with  the  free  enterprise  system,"  or 
something,  and  they  are  not  going  to  want  to  do  it. 

Mr.  Rogers? 

Mr.  Rogers.  Are  these  centers  located  in  rural  areas?  What  type 
of  geographic  area  would  a  center  serve? 

Dr.  Prabhakar.  We  have  several  different  models  for  how  these 
centers  operate.  Some  of  them  really  involve  serving  manufacturers 
within  an  hour's  drive  of  the  center.  Others  of  them  are  using  capa- 
bilities, for  example,  that  community  colleges  or  other  institutions 
have  already  established,  and  are  using  that  whole  network  to 
serve  the  wider  community. 

So  again,  I  think  it  is  really  going  to  depend  on  what  the  local 
needs  are,  who  the  manufacturers  are,  where  they  are  located,  and 
how  the  institutions  already  in  place  help  serve  them. 

Mr.  Rogers.  How  will  the  location  of  those  centers  be  selected? 

Dr.  Prabhakar.  The  process  that  we  have  in  place  is  one  that 
was  critical  to  get  the  quality  that  we  needed — it  is  a  competitive 
and  merit-based  process. 

The  evaluation  criteria  for  proposals  include  the  requirements  of 
manufacturers  in  that  region,  the  plan  and  the  proposal  for  meet- 
ing those  needs,  how  well  thought  out  the  approach  to  reaching 
those  manufacturers  is,  how  well  they  understand  their  needs  and 
requirements,  and  what  will  make  a  difference  to  them. 

It  looks  at  the  State  or  locally-funded  activities  that  are  already 
in  place,  and  since  our  work  is  done  on  a  cost-shared  basis,  that 
commitment  to  continue  and  build  the  activity  at  the  State  or  local 
level  is  also  important. 

technology  reinvestment  project 

Mr.  Rogers.  Well  now,  some  of  these  will  be  inherited  from 
ARPA's  Technology  Reinvestment  Project.  Of  the  100,  how  many 
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will  be  established  by  NIST  and  how  many  established  through  the 
TRrV 

Dr.  Prabhakar.  We  anticipate  that  about  40  of  the  centers  that 
will  be  in  operation  at  the  end  of  fiscal  year  1995  will  be  operated 
on  TRP  dollars,  and  we  anticipate  somewhat  over  20  of  the  total 
in  fiscal  year  1995  will  be  operating  on  dollars  directly  appro- 
priated to  NIST.  ^     ^^ 

The  transition  time  will  come  in  fiscal  years  1996  and  1997. 
Those  are  the  years  in  which  our  direct  appropriations  will  need 
to  carry  on  work  that  was  initiated  with  TRP  funds. 

Mr.  Rogers.  What  is  the  difference  between  the  two  types  of  cen- 
ters? 

Dr.  Prabhakar.  They  are  actually  very  similar.  I  was  actually  at 
ARPA  when  TRP  started,  and  when  we  got  those  funds,  we  sort  of 
looked  at  them  and  said,  "What  is  this  manufacturing  extension 
stuff,  this  deployment  business?" 

So  what  was  structured  was  this  interagency  process  that 
brought  to  bear  the  expertise  from  around  the  government  to  run 
the  different  parts  of  that  program.  Now  that  I  am  at  NIST  and 
can  see  it  from  the  other  side,  I  think  that  was  just  the  right  deci- 
sion, because,  in  fact,  Phil  Nanzetta  and  his  team  in  manufacturing 
extension  at  NIST  had  understood  that  job  very  thoroughly  in  a 
way  that  people  in  the  technology  development  business  really  had 
not  thought  through. 

The  result  of  that  was  that  the  TRP  selection  process  was  struc- 
tured very  similar  to  manufacturing  extension.  The  awards  are 
made  on  substantially  the  same  basis  as  those  awards  are  now 
being  made;  you  find  that  the  people  receiving  the  awards  are 
being  fully  integrated  into  our  one  manufacturing  extension  part- 
nership for  the  nation,  and  I  think  that  has  worked  quite 
seamlessly. 

FUNDING  OF  CENTERS 

Mr.  Rogers.  When  will  NIST  assume  funding  of  the  centers  now 
being  funded  by  the  TRP? 

Dr.  Prabhakar.  Starting  in  fiscal  year  1996  and  continuing  into 
1997. 

Mr.  Rogers.  How  many  new  centers  is  NIST  requesting  and  how 
many  are  being  planned  by  DOD  in  1995? 

Dr.  Prabhakar.  The  TRP  dollars  in  question  are  all  fiscal  year 
1993  dollars.  Of  those,  about  $125  million  are  currently  being  man- 
aged by  NIST,  and  those  have  resulted  in  a  group  of  awards,  things 
that  are  just  now  getting  announced. 

There  will  be  an  additional  number  of  TRP  centers  based  on  a 
new  competition  that  is  about  to  be  run  this  year,  and  that  is  still 
using  the  old  ARPA  fiscal  year  1993  resources.  So  that  is  the  last 
year  of  TRP  dollars.  This  competition  will  be  the  last  new  group 
of  awards  made  under  TRP  resources. 

ADVANCED  TECHNOLOGY  PROGRAM 

Mr.  Rogers.  Now,  you  are  requesting  a  125  percent  increase  for 
the  ATP  program  this  year.  That  is  on  top  of  192  percent  increase 
that  we  gave  you  last  year.  That  is  an  incredible  ramping  up  in  two 
short  years.  Are  we  wasting  money? 
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Dr.  Prabhakar.  I  genuinely  don't  believe  so,  and  the  reason 

Mr.  Rogers.  Can  you  spend  that  kind  of  money  wisely? 

Dr.  Prabhakar.  Before  I  left  ARPA,  I  was  running  one  of  its  10 
offices  and  its  budget  was  $300  million  a  year  in  an  agency  that 
is  now  close  to  about  $3  billion  a  year.  So,  while  the  ramp-up  is 
large  in  percentage  terms,  we  are  still  at  a  relatively  small  size  for 
this  kind  of  a  technology  activity.  And  on  the  national  scale,  I  think 
it  is  now  visible,  but  it  is  surely  not  of  the  scale  of  even  those  other 
existing  programs. 

This  program  was  designed  in  its  early  days  in  the  anticipation 
of  growing  into  a  national  scale  program.  So  a  lot  of  the  procedures 
and  methodologies  are  already  in  place,  and  I  think  we  have  really 
focused  on  what  it  is  going  to  take  to  do  that  job  effectively  so  that 
every  dollar  makes  a  difference. 

Mr.  Rogers.  Somehow  I  knew  that  would  be  the  answer  to  my 
question. 

Dr.  Prabhakar.  I  know  you  are  not  surprised,  Mr.  Rogers. 

IMPACT  OF  BUDGET  RESOLUTION 

Mr.  Rogers.  Now,  the  budget  resolution  that  the  House  is  con- 
sidering even  as  we  speak  would  recommend  requiring  cutting 
NISTs  budget  by  $125  million.  Even  with  such  a  cut,  you  would 
still  be  getting  a  190  percent  increase. 

What  would  be  the  impact  on  your  program  if  you  were  given 
such  a  cut,  and  how  woula  you  take  those  cuts? 

Dr.  Prabhakar.  I  think  our  strategy  would  remain  unchanged. 
What  we  are  trying  to  do  is  strengthen  the  laboratory  programs. 
We  do  need  dollars  to  increase  the  laboratory  base. 

But  for  the  Advanced  Technology  Program  and  manufacturing 
extension,  we  are  really  trying  to  create  national  scale  programs 
from  the  pilot  level.  So  I  think  it  is  appropriate  to  have  that  pro- 
portion of  growth.  That  means  that  we  do  need  to  have  the  dra- 
matic step  up  in  ATP,  but  we  will  also  need  to  niake  sure  that  we 
have  some  resources  to  continue  the  increase  in  the  laboratory 
funds, 

US/OTP  STAFFING 

Mr.  Rogers.  Secretary  Good,  you  are  requesting  an  increase  of 
15  positions.  How  much  of  your  $5.6  million  increase  is  for  addi- 
tional staffing? 

Dr.  Good.  Gee,  whiz.  I  will  have  to  get  my  budget  officer  to  tell 
you  precisely  what  that  is.  Go  ahead.  We  will  get  you  that  number. 

Mr.  Rogers.  All  right.  And  I  would  like  to  know  how  that  new 
staff  would  be  used. 

Dr.  Good.  Okay.  We  can  do  that. 

Mr.  Rogers.  What  will  be  the  impact  on  your  programs  if  these 
increases  are  not  allowed? 

Dr.  Good.  The  biggest  impact  would  be  on  the  programs  in  the 
Under  Secretary's  Office  and  the  Office  of  Technology  Policy.  Let 
me  speak  to  the  Office  of  Technology  Policy  office  first. 

Most  of  the  staff  requests  are  for  the  Office  of  Technology  Policy. 
The  kinds  of  assessments  that  we  were  talking  about  are  just  real- 
ly not  possible.  The  budget  we  have  today  just  will  not  allow  you 
to  do  that. 
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So  what  would  happen  if  we  did  not  get  a  significant  fraction  of 
that  is  the  kind  of  information  that  I  consider  to  be  really  essential 
for  understanding  and  responding  to  civilian  technology  issues 
today  just  wouldn't  be  there. 

The  personnel  compensation  is  $464,000,  about  a  half  million. 
The  total  personnel  goes  up  to  63  people. 

Let  me  make  a  comment  about  that.  I  have  looked  very  carefully 
at  that  office  since  I  have  been  there.  My  view  is  that  that  is  not 
an  office  where  you  want  to  have  unlimited  growth.  It  is  not  a 
place  where  you  want  that  kind  of  growth. 

What  we  are  looking  for  is  a  reasonable  base,  and  after  that,  we 
are  not  asking  for  any  increases.  My  view  is  that  the  office  over  the 
next  three  or  four  years  ought  to  run  somewhere  in  the  $15  million 
range. 

Beyond  that,  it  should  not  grow  at  all,  other  than  whatever  infla- 
tionary adjustments  you  have  to  make  to  keep  it  at  that  level.  We 
need  a  reasonable  staff*  that  has  a  critical  mass  in  the  Office  of 
Technology  Policy,  and  we  need  a  reasonable  staff"  in  the  Under 
Secretar/s  office.  Beyond  that,  that  budget  shouldn't  go  up. 

The  $11.3  million  increase  will  essentially  let  us  do  the  projects 
that  we  just  discussed.  We  are  presently  trying  to  get  some  of  these 
things  started;  we  are  using  some  detailees  from  other  agencies 
today. 

That  works  for  some  of  the  things  that  we  have  to  do.  But  to  do 
the  kind  of  assessment  work  we  are  talking  about,  the  use  of 
detailees  who  are  only  there  for  a  short  period  of  time  is  not  what 
you  are  after.  You  need  people  who  are  going  to  be  with  you  perma- 
nently and  can  have  some  history  and  understand  where  these 
things  are  going. 

NTIS  INCREASE 

Mr.  Rogers.  Let  me  ask  you  quickly  before  I  3deld  here,  about 
the  $18  million,  the  one-time  request  for  capital  improvements.  Did 
you  request  that  in  your  original  request  to  0MB? 

Dr.  Good.  That  question  has  come  up  before,  and  part  of  the  ini- 
tiative to  get  that  $18  million  in  the  budget  did  indeed  come  from 
0MB,  primarily  because  of  the  reinvention  of  government  docu- 
ments and  the  success  which  FedWorld  has  had,  and  the  fact  that 
they  are  driving  the  whole  information  infrastructure  in  the  Fed- 
eral government  to  move  to  electronic  databases  rather  than  hard 
copy  so  that  you  can  get  information  on  a  rational  time  frame  and 
at  a  reasonable  cost. 

Also,  there  are  many  agencies  around  the  government  that  were 
asking  for  increases  to  do  similar  things,  and  their  issue  was  that 
it  made  more  sense  to  make  FedWorld  work  and  put  the  equipment 
and  software  there,  and  then  offer  that  as  a  gateway  to  other  agen- 
cies to  let  the  public  get  into  other  agencies'  databases. 

We  are  not  going  to  take  over  anybody  else's  database.  FedWorld 
would  just  let  you  get  into  their  database  and  use  their  informa- 
tion. 
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DEPOSITORY  LIBRARIES 

Mr.  Rogers.  Now,  $6  million  of  that  would  be  used  for  grants  to 
depository  libraries  to  allow  them  to  buy  equipment  to  hook  up  to 
the  information  superhighway. 

Dr.  Good.  That  is  correct. 

Mr.  Rogers.  Is  that  a  one-time  only  program  as  well? 

Dr.  Gk)OD.  Mr.  Rogers,  to  be  honest,  whether  that  will  be  one 
time  or  not  will  depend  a  great  deal  on  what  the  pressure  is  from 
the  depository  libraries. 

Obviously  that  $6  million  will  not  support  all  of  those  1,400  de- 
pository libraries,  as  you  can  appreciate. 

Mr.  Rogers.  How  many  libraries  would  that  $6  million  cover? 

Dr.  Good.  We  think  with  $6  million  we  would  bring  up  to  date 
about  100. 

Mr.  Rogers.  And  how  many  are  there? 

Dr.  Good.  There  are  1,400.  You  can  ask  the  question,  since  we 
are  in  an  electronic  age,  whether  you  really  have  to  have  1,400, 
and  I  won't  get  into  that  discussion,  because  it  is  not  my  depart- 
ment. 

Mr.  Rogers.  Who  selects  those  100  libraries? 

Dr.  Good.  Our  thought  on  the  100  was  the  fact  that,  number 
one,  with  the  $6  million  we  can  do  that.  Secondly,  it  would  allow 
you  to  at  least  get  some  distribution. 

Mr.  Rogers.  I  know.  But  who  is  going  to  decide  which  libraries? 

Dr.  CJoOD.  We  are  going  to  have  some  sort  of  competitive  deter- 
mination. We  don't  intend  to  just  pass  it  out  and  make  a  decision. 
There  is  no  point  in  giving  it  to  people  who  really  won't  use  it  or 
manage  it  appropriately. 

Mr.  Rogers.  Couldn't  some  of  these  libraries  compete  for  funds 
elsewhere  to  get  the  money  to  hook  up  to  the  system? 

Dr.  Good.  I  don't  know.  I  simply  can't  answer  that.  I  don't  know 
what  is  available  to  those  people  today. 

EXPANSION  OF  FEDWORLD 

Mr.  Rogers.  Finally,  you  are  asking  $12  million  then  of  the  $18 
million  to  upgrade  and  expand  the  FedWorld. 

Dr.  Good.  That  is  correct. 

Mr.  Rogers.  What  would  be  the  impact  if  an  appropriation  were 
not  granted  and  you  were  forced  to  rely  on  your  own  revenues  to 
fund  those  upgrades?  How  long  would  the  project  be  delayed  if  they 
financed  it  with  their  own  monies? 

Dr.  Good.  I  don't  know  if  we  can  answer  that  precisely;  my  guess 
would  be  five  or  six  years.  We  are  a  quasi  government  agency,  as 
I  like  to  put  it,  that  has  to  make  its  own  revenue.  But  at  the  same 
time,  our  customers  expect  to  get  information  at  a  reasonable  cost. 

So  we  are  limited  as  to  the  kinds  of  prices  that  we  can  charge 
for  the  information  that  we  distribute.  If  you  look  at  the  kind  of 
sinking  fund  that  we  could  hope  to  put  together,  the  possibility  of 
doing  that  at  $1  million,  $2  million  a  year  is  probably  the  best  that 
you  could  hope  for. 

So  you  are  talking  about  trjring  to  delay  this  kind  of  thing  for 
four  or  five  years. 
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Mr.  Rogers.  I  have  other  questions  that  I  will  submit  for  the 
record  or  later. 
Dr.  Good.  Okay.  I'll  be  happy  to  answer  them. 
Mr.  Rogers.  I  yield  back. 

NATIONAL  TECHNOLOGY  TRANSFER  CENTER 

Mr.  MOLLOHAN  [presiding].  Dr.  Good,  last  year  in  the  House  ap- 
propriations report  we  put  in  language  that  would  ask  the  Tech- 
nology Administration,  "To  utilize  to  the  greatest  extent  possible 
the  National  Technology  Transfer  Center  as  a  resource  in  the  de- 
velopment of  technology  policy,  and  in  the  development  of  a  manu- 
facturing extension  program". 

I  guess  we  are  all  concerned  about  duplication  and  coordination 
of  efforts.  It  is  wonderful  to  see  agencies  get  together  on  synergistic 
kind  of  things.  I  am  wondering  if  you  could  give  us  an  update  on 
how  that  is  progressing  and  what  kind  of  cooperative  activities  you 
have  undertaken. 

Dr.  Good.  Right.  It  is  progressing  very  well,  in  fact.  The  Tech- 
nology Administration  has  a  mandate  to  provide  this  State  and 
Local  Clearinghouse,  for  example.  We  are  working  directly  with 
that  group  to  get  that  done.  We  did  not  have  the  resources,  to  be 
honest,  within  our  budget  this  year  to  get  that  done  adequately.  So 
we  are  working  directly  with  them,  because  it  involves  the  kind  of 
information  they  already  have. 

We  have  also  begun  to  work  with  them  on  what  the  technology 
transfer  information  database  should  look  like,  and  how  we  ought 
to  go  about  doing  that. 

As  you  know,  they  are  doing  a  lot  of  work  in  technology  transfer 
right  now.  They  presently  run  a  phone  system,  for  all  practical  pur- 
poses, where  you  can  phone  in,  and  after  they  talk  to  you  for  a  bit, 
they  can  tell  you  where  in  the  laboratory  to  go  to  talk  to  people 
and  so  on. 

We  are  discussing,  with  them  and  with  NTIS,  a  collaboration  be- 
tween us  and  them,  and  how  we  could  get  a  technology  transfer 
database  that  is  user-friendly  and  has  real  information  in  it  as  to 
what  the  technology  is,  who  has  it,  what  you  know  about  it,  how 
to  get  that  up  on  some  kind  of  an  on-line  system  using  their  input 
for  the  database,  because  they  have  the  capability  and  the  people 
to  put  the  database  together,  and  how  we  put  that  up  so  it  could 
be  used  by  them. 

So  the  interaction  with  that  group  is  now  very  extensive  because 
they  have  some  resources  which  we  think  are  in  areas  that  we  are 
both  interested  in.  And  we  have  a  small  task  force  that  is  headed 
by  the  Deputy  Under  Secretary  who  is  working  with  them  almost 
weekly  these  days. 

Mr.  MoLLOHAN.  Where  do  you  see  this  leading  in  terms  of  a  fu- 
ture relationship? 

Dr.  Good.  Their  charge  is  really  this  whole  business  about  tech- 
nology transfer  from  the  laboratories  of  the  Federal  government — 
how  you  transfer  that  technology  and  how  you  let  the  business 
community  know  where  it  is.  What  we  see  is  a  system  where  they 
would  help — they  would  continue  to  get  all  of  that  information  to- 
gether. We  would  help  them  by  putting  up  that  database  on 
FedWorld. 
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Mr.  MOLLOHAN.  So  they  would  capture  the  information. 

Dr.  Good,  And  also  take  the  data  and  create 

Mr.  MOLLOHAN.  Create  a  database. 

Dr.  Good.  That  is  right.  And  a  user-friendly,  informationally  rich 
database  and  retrieval  system  that  allows  you  to  get  into  it  and 
find  what  you  want, 

Mr.  MOLLOHAN.  And  you  would  imagine  it  being  on  Une. 

Dr.  Good.  Yes. 

Mr.  MOLLOHAN.  To  whom?  Through  what  system? 

Dr.  Good.  We  think  we  could  put  it  up  through  FedWorld  with- 
out having  to  re-create  all  of  the  hardware  and  software  that  would 
be  necessary  for  them  to  put  that  up,  and  you  could  come  in  off  of 
your  PC  and  go  through  InterNet. 

Mr.  MOLLOHAN.  How  does  that  get  the  manufacturing  engine  to 
the  small  shops? 

Dr.  Good.  That  is  an  excellent  question.  I  will  let  Arati  say  a  few 
words  about  what  their  plans  are  for  connecting  the  manufacturing 
centers.  But  what  we  have  to  do  somehow,  and  it  will  take  a  little 
time,  is  to  get  everyone  involved.  Even  the  smallest  manufacturer 
is  going  to  have  to  have  at  least  PC  capability  to  get  into  the  ^^et- 
works.  We  simply  cannot  deliver  hardware  to  absolutely 
everybody's  doorstep. 

Mr,  MOLLOHAN,  It  would  be  silly  to  do  it. 

Dr.  Good.  That  is  exactly  correct.  So  what  the  country  has  to  do, 
and  hopefully 

Mr.  MOLLOHAN.  But  they  have  to  be  able  to  get  it. 

Dr.  Good,  They  have  to  be  able  to  get  in  on  the  network  and 
take  out  the  information  they  need, 

Mr.  MOLLOHAN.  So  how  do  they  do  that? 

MANUFACTURING  EXTENSION  NETWORK 

Ms.  Prabhakar.  Let  me  talk  a  little  bit  about  what  I  see  in  the 
manufacturing  extension  part. 

Mr.  MOLLOHAN.  It  has  to  be  fully  integrated. 

Dr.  GrOOD.  Oh,  sure. 

Dr.  Prabhakar.  Well,  a  couple  of  issues.  First  of  all,  I  think 
what  is  happening  nationally  is,  in  fact,  an  evolution  of  information 
technology  that  is  finally  getting  information  technology  out  to  peo- 
ple that 

Mr.  MOLLOHAN.  Say  that  again,  will  you? 

Dr.  Prabhakar.  What  did  I  say? 

Mr.  MOLLOHAN.  There  has  to  be  an  evolution 

Dr.  Prabhakar,  I  think  at  the  national  scale.  We  keep  talking 
about  the  National  Information  Infrastructure, 

We  are  in  this  exciting  period  where  information  technology  is  fi- 
nally becoming  useful  to  people  at  home.  It  is  affecting  their  lives — 
how  they  relate  to  each  other,  how  they  learn.  It  is  finally  getting 
to  every  day  life.  And  the  small  manufacturers  getting  linked  to 
the  information  society  is  a  part  of  that, 

Mr,  MOLLOHAN,  You  think  they  are 

Dr,  Prabhakar,  I  think  that  process  is  just  beginning, 

Mr,  MOLLOHAN,  It  is  pretty  remote  where  I  represent. 
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Dr.  Prabhakar.  In  fact,  one  purpose  of  our  Manufacturing  Ex- 
tension Partnership — we  have  talked  about  how  we  can  help  com- 
panies become  more  efficient  in  what  they  do. 

In  a  basic  sense,  the  ultimate  dream  is  to  connect  small  manu- 
facturers to  this  information  revolution  that  is  going  on. 

Mr.  MOLLOHAN.  What  do  you  mean  when  you  say  that— the  ulti- 
mate dream — that  sounds  really  distant  to  me. 

Dr.  Prabhakar.  I  don't  want  it  to  be  distant  either,  but  I  know 
that  you  know  that  many  of  these  companies  don't  own  a  computer 
today,  so  this  is  not  something  that  is  going  to  happen  overnight. 

Let  me  try  to  be  very  specific.  We  see  a  couple  of  steps.  One  first 
step  that  can  be  extremely  beneficial  is  to  have  in  place  this  manu- 
facturing extension  network  and  at  those  locations,  at  those  cen- 
ters, create  the  window  into  the  information  sources. 

So  if  I  am  a  small  manufacturer  and  I  can't  easily  link  up,  I 
ought  to  be  able  to  get  the  information  through  the  access  that  is 
at  my  local  extension  center.  That  is  step  number  one. 

Mr.  MOLLOHAN.  So  I  am  the  manufacturer,  and  I  could  go  over 
to  the  center. 

Dr.  Prabhakar.  Or  call  up  and  say,  "Could  you  look  up 

Mr.  MOLLOHAN.  And  that  is  somewhere — maybe  the  Chamber  of 
Commerce  or  something? 

Dr.  Prabhakar.  Wherever  the  local  center  might  be.  That  is 
going  to  be  an  important  first  step  for  these  companies  that  really 
aren't  yet  linked  up.  But  this  is  not  going  to  happen  in  two  or  three 
years. 

I  think  ultimately  you  will  find  it  moving  out  to  those  smaller 
manufacturers.  I  think  that  is  the  information  picture.  A  small 
comment  about  how  we  perceive  our  manufacturing  extension  part- 
nership. 

There  are  the  activities  that  you  mentioned,  many  other  sources 
of  technology  and  expertise  and  information  and  services  out  in  the 
world.  We  really  view  our  job  in  manufacturing  extension  as  build- 
ing that  connection  to  that  huge  base  of  small  manufacturers. 

It  is  not  duplicating  all  of  those  other  sources;  it  is  providing  that 
last  linkage  I  think.  So  I  think  there  is  a  very  good  synergistic  op- 
portunity. 

Mr.  MOLLOHAN.  Right.  I  know  you  are  more  than  ad-libbing  this. 
But  to  what  extent  have  you  really  thought  this  through,  so  that 
it  is  a  scheme  that  you  have  on  a  wall  somewhere  and  all  the  lines 
are  drawn? 

Dr.  Prabhakar.  I  think  that  is  happening. 

Mr.  MOLLOHAN.  Happening,  or  has  it  happened?  I  really  want  to 
know  where  you  are  in  this  process. 

Dr.  Prabhakar.  It  is  at  a  state  where  we  would  be  delighted  to 
have  the  people  who  are  doing  that  come  in  and  describe  it  to  you. 
Today  this  really  doesn't  exist.  I  have  talked  in  glowing  terms 
about  our  extension  network,  but  today,  only  seven  centers  are  up 
and  running. 

Mr.  MOLLOHAN.  But,  conceptually  they  exist? 

Dr.  Prabhakar.  Conceptually,  it  does  exist. 

Mr.  MOLLOHAN.  Conceptually,  you  have  a  scheme  for  doing  this, 
is  that  correct? 

Dr.  Prabhakar.  Absolutely. 
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Mr.  MOLLOHAN.  So  the  question  is,  about  how  long  would  it  take 
to  implement  this  scheme,  through  your  prototyping  in  a  couple  of 
different  ways  and  a  couple  of  different  places?  You  have  probably 
done  that  in  the  last  couple  of  years  haven't  you? 

Dr.  Prabhakar.  The  prototjrping  is  beginning  now,  so  we  are  at 
that  early  stage  in  this  business,  and  the  way  you  will  see  this 
grow  is  at  the  end  of  this  year,  we  will  be  at  about  35  centers.  And 
at  that  stage,  you  will  start  to  see  them  sharing  information,  you 
will  see  them  better  linked  to  these  other  sources  of  technology  in- 
formation. 

Mr.  MOLLOHAN.  Let  me  tell  you  my  problem  with  all  of  this.  I 
know  it  can't  happen  everywhere  simultaneously,  but  if  it  doesn't 
happen  within  some  reasonably  compact  time  frame,  it  creates  dis- 
advantages instead  of  advantages.  For  example,  if  I  want  to  invest 
in  flexible  manufacturing  and  be  on  line  to  the  Navy  and  have 
them  computerize  a  drawing  for  me  and  be  able  to  run  it  out  as 
a  small  lathing  operation — even  if  that  were  in  place  it  would  not 
be  meaningful  unless  it  went  beyond  that  to  be  integrated  into 
marketing,  export  marketing,  and  other  similar  activities.  If  not, 
then  I  am  going  to  be  in  a  disadvantaged  position. 

So  the  last  person  at  the  end  of  the  process  of  deplo3dng  this  vi- 
sion, is  probably  going  out  of  business.  It  is  very  important  to  think 
in  those  terms  and  be  sensitive  to  how  quickly  we  provide  access 
to  this  activity.  How  quickly  would  you  be  able  to  implement  your 
programs  with  the  current  funding  you  have  requested? 

Dr.  Good.  The  Federal  implementation,  in  terms  of  getting  as- 
sistance to  at  least  the  100  libraries  and  getting  FedWorld  up  and 
running  at  a  level  that  we  think  the  customers  are  going  to  need 
will  take  about  a  year  and  a  half,  if  we  g:et  the  money.  From  the 
moment  you  give  us  the  money,  we  can  do  it. 

Mr.  MOLLOHAN.  You  mean  being  on  line  across  the  country? 

Dr.  Good.  Yes,  sir.  Because  remember 

Mr.  MOLLOHAN.  In  a  year  and  a  half? 

Dr.  Good.  Yes,  sir.  Because  once  we  get  FedWorld  up  and  run- 
ning, if  your  local  library  has  a  PC,  you  can  go  into  that  local  li- 
brary. 

Mr.  MOLLOHAN.  I  think  it  does. 

Dr.  Gk)OD.  No,  I  am  serious.  You  can  go  into  that  library. 

Mr.  MOLLOHAN.  I  think  we  have  that. 

Dr.  Good.  But  you  can  go  into  that  local  library,  get  out  on  a 
modem  and  get  into  FedWorld.  And  the  entire  database  of  the  gov- 
ernment will  be  available  to  you. 

Mr.  MOLLOHAN.  What  part  of  this  system  is  that?  That  is  not  the 
manufacturing  technology  centers? 

Dr.  GrOOD.  It  can  be  a  piece  of  it  at  some  point. 

Dr.  Prabhakar.  We  are  talking  about  two  different  aspects  here. 
The  Manufacturing  Extension  Partnership  portion  of  it  we  have  a 
component  called  LINKS,  which  is  exactly  this  part  of  the  business. 
In  1995,  the  budget  request  includes  $17  million  for  that  compo- 
nent, and  that  is  one  of  the  steepest  parts  that  we  are  trying  to 
strengthen  this  year  in  fiscal  year  1994. 

Mr.  MOLLOHAN.  One  of  the  steepest  parts? 

Dr.  Prabhakar.  This  year,  we  are  ramping  up  $3  million,  and 
next  year  we  are  trying  to  get  to  $17  million.  Because  again,  we 
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are  trying  to  create  a  national  network  of  extension,  not  just  na- 
tional centers. 

I  am  delighted  to  hear  your  enthusiasm  for  it.  That  is  important. 

Mr.  MOLLOHAN.  Well,  I  am  glad  to  hear  you  think  you  can  do  it. 

Dr.  GrOOD.  It  is  really  doable. 

Mr.  MoLLOHAN.  I  am  going  to  yield  to  my  colleague. 

Mr.  MORAN.  This  was  really  comprehensive  and  in-depth  testi- 
mony. I  like  the  props.  It  is  also  nice,  too,  to  see  the  gender  break- 
through in  technology  leadership.  That  is  good.  I  managed  to  stay 
awake  for  the  discussions  of  some  of  the  more  technical  stuff, 
which  is  also  a  great  credit  to  you,  not  to  me. 

I  met  two  of  the  winners  of  the  Westinghouse  Science  Talent 
Scholarship  Program  last  night.  The  first  one  from  Thomas  Edison 
I  could  understand,  because  they  had  figured  out  a  plant  that  you 
plant  in  the  midst  of  the  sewage  it  grows  in  the  sewage  and  con- 
sumes it  and  then  you  harvest  it  and  use  it  for  animal  feed.  That 
I  could  conceptualize. 

But  then  the  other  one  from  Thomas  Jefferson  had  this  binary 
graph  theory,  and  used  no-loop  trees  to  explain  it.  They  explained, 
you  know,  latus  theory,  and  lost  me.  So  I  think  I  was  commiserat- 
ing with  Alan  here  that  we  may  know  a  little  bit  about  getting 
money  to  people  who  do  know  what  they  are  doing,  but  we  are 
going  to  put  a  lot  of  trust  in  you.  And  I  know  you  do  know  what 
you  are  doing. 

We  talked  a  lot  about  the  Manufacturing  Technology  Centers 
which  are  really  important,  because  you  can  expand  those 
manyfold. 

Dr.  Good.  Right. 

Mr.  MORAN.  Now,  I  represent  an  area,  with  more  scientists  and 
engineers  than  any  region  in  the  country. 

Because  we  are  forced  to  implement  the  National  Performance 
Review  Recommendations,  there  are  going  to  be  a  whole  lot  of  valu- 
able people  lost  from  the  Federal  Government  with  some  very  valu- 
able skills.  This  is  an  area — ^because  of  its  demographic  composi- 
tion, has  a  lot  to  offer  the  country  in  technical  leadership,  particu- 
larly in  information-oriented  technology.  If  we  are  going  to  try  to 
absorb  some  of  these  people  into  the  private  sector,  we  could  really 
use  a  Manufacturing  Technology  Center  that  may  not  be  focused 
so  much  on  capital-intensive  type  of  manufacturing,  but  rather  on 
less  capital-intensive,  but  high-profit  margin,  high-employment 
types  of  industrial  development  that  I  know  is  what  NIST  is  par- 
ticularly interested  in. 

But  as  I  mentioned  to  Secretary  Brown  today,  some  of  the  past 
Manufacturing  Technology  Centers  seem  to  be  particularly  focused 
on  what  some  might  consider  a  kind  of  a  rear  guard  to  protect  cap- 
ital-intensive manufacturing.  While,  I  grant  you  that,  I  am  not 
sure  that  it  is  really  the  cutting  edge,  of  technology.  I  would  hope 
that  some  of  the  new  technology  centers  might  emphasize  some  of 
the  less  capital-intensive,  at  least  to  show  a  balance,  if  not  to  show 
forward  momentum  in  that  area. 

Now,  do  you  have  any  thoughts  about  that  that  you  would  like 
to  share  for  the  record? 

Dr.  Prabhakar.  We  find  that  the  manufacturers  that  we  are 
reaching  out  to  are  usually  very  expert  at  whatever  it  is  that  they 
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do.  It  might  be  bending  metal,  it  might  be  something  far  more  so- 
phisticated. 

But  across  the  manufacturing  base,  in  companies  that  you  might 
term  "low-tech,"  or  companies  that  you  might  term  "high-tech,"  we 
find  these  same  kinds  of  manufacturing  inefficiencies.  So  I  would 
agree  that  there  is  an  opportunity  for  the  broader  manufacturing 
base,  and  I  think  that  is  reflected  in  the  thinking  that  really  fo- 
cuses on  looking  at  regional  needs. 

Mr.  MORAN.  Good.  You  are  really  talking  about  information  dis- 
semination, and,  computer  capacity,  that  corporations  might  not  be 
able  to  avail  themselves  of,  but  do  serve  as  an  incubator  for  small 
businesses.  These  businesses  could  take  some  of  this  new  techno- 
logical know-how  and  develop  their  own  kind  of  entrepreneurial  ef- 
forts. 

I  don't  know  a  lot  about  it,  because  obviously  we  don't  have  any 
of  these  centers.  I  know  South  Carolina  does  and  some  other 
places.  Is  that  sort  of  the  way  it  is  supposed  to  work? 

Dr.  Prabhakar.  First  of  all,  I  would  like  to  tell  you  a  little  bit 
about  the  business  of  getting  a  center.  I  really  do  think  having  a 
competitive  process  is  the  only  way  to  get  the  kind  of  quality  capa- 
bility we  need.  However,  I  think  it  is  equally  important  for  us  as 
an  organization  to  reach  out  to  communities  and  to  work  with  them 
and  show  them  how  this  works,  and  we  would  be  very  pleased  to 
do  that  with  anyone  in  your  area  or  any  other  part  of  the  country. 

Mr.  MORAN.  Good. 

Dr.  Prabhakar.  I  welcome  that  opportunity. 

I  would  like  to  make  sure  that  we  don't  leave  you  with  too  broad 
a  notion  of  what  we  think  this  job  is  all  about. 

Mr.  MORAN.  Well,  you  can't  do  a  lot  with  $1  million,  and  I  under- 
stand that. 

Dr.  Prabhakar.  Well,  I  hope  it  is  more  than  $1  million  when  it 
gets  appropriated. 

Mr.  MORAN.  I  was  talking  about  individual  project  centers. 

Dr.  Prabhakar.  We  have  tried  to  have  a  very  clear  focus  on 
manufacturing  technology,  on  assisting  existing  manufacturers, 
helping  them  upgrade  their  capability,  and  I  don't  want  to  leave 
you  with  the  impression  that  this  program  can  solve  a  host  of  other 
problems  like  developing  new  teclmologies,  like  serving  as  an  incu- 
bator. 

There  are  other  parts  of  our  investment  nationally  that  are  doing 
that.  This  is  really  focused  on  helping  small  manufacturers  up- 
grade their  capabilities. 

Mr.  MORAN.  But  there  are  spinoffs,  aren't  there?  It  is  not  just  en- 
hancing the  ability  of  existing  companies,  don't  you  make  that  kind 
of  information  available  if,  for  example,  if  a  scientist  or  an  engineer 
or  whatever 

Dr.  Prabhakar.  Oh,  absolutely,  absolutely. 

Mr.  MoRAN  [continuing].  Wanted  to  maybe  contract  with  the 
Federal  Government  or  somebody  else,  you  would  help  them  in 
their  access  to  the  kind  of  technology  that  might  be  what  they  had 
in  mind.  I  don't  want  to  try  to  get  too  specific,  but  I  think  I  under- 
stand, and  I  think  that  it  would  be  a  benefit  to  have  it  somewhat 
closer  by  than  South  Carolina. 
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FEDERAL  DEPOSITORY  LIBRARY  PROGRAM 

Let  me  get  into  a  really  high  priority  issue,  since  we  have  our 
Staff  Director  for  Legislative  Branch  Appropriations  Subcommittee 
with  us.  Mr.  Lombard  is  not  always  available  to  this  subcommittee. 
But  I  think  the  principal  reason  that  he  is  here  is  that  we  have 
had  some  hearings  in  the  Legislative  Branch  Subcommittee,  and  I 
mentioned  this  to  the  Secretary  and  acknowledged  that  this  may 
not  have  been  his  number  one  priority  or  concern. 

We  found  out  that  NTIS  seems  to  be  duplicating  some  of  the 
functions  that  the  Federal  Depository  Library  Program  is  currently 
conducting.  Now,  I  understand  that  fugitive  materials  are  not  quite 
as  sinister  as  they  sound. 

Dr.  GrOOD.  No,  they  are  really  not. 

Mr.  MORAN.  It  sounds  like  there  is  a  little  more  duplication  than 
just  fugitive  materials;  $6  million  in  upgrading  in  fact.  I  share  Mr. 
Rogers'  skepticism  of  how  you  figure  out  which  100  are  going  to  get 
upgraded  to  improve  dissemination  and  then  $6  million. 

But  that  is  $12  million,  and  then  you  go  into  NTIS.  And  NTIS 
is  asking  for  authorization  for  a  Federal  Information  Locator  Sys- 
tem. Well,  we  just  authorized  the  Depository  Library  Program  to 
develop  a  Federal  Information  Locator  System.  So  I  think  you  are 
prepared  to  go  with  this,  you  seem  to  be  ready  to  respond. 

Dr.  GrOOD.  We  are  going  to  jump  in  here,  all  right. 

Mr.  MORAN.  What  is  the  story? 

Dr.  GrOOD.  First  of  all,  we  really  have  worked  fairly  closely  with 
the  Government  Printing  Office,  and  we  are  tr5dng  desperately  not 
to  duplicate  what  they  do.  Remember  that  NTIS  has  a  legislative 
responsibility  to  collect  all  of  the  technical  documents  that  the  gov- 
ernment provides,  and  our  requirement  there  is  really  quite  dif- 
ferent from  the  Grovemment  Printing  Office.  Our  responsibility  is 
to  keep  that  as  an  archive. 

In  other  words,  we  have  in  that  database  the  government's  tech- 
nical information,  back  as  far  as  you  would  like  to  go,  probably  fur- 
ther than  you  would  like  to  go.  The  Government  Printing  Office 
prints  whatever  documents  they  are  required  to  print,  and  they 
print  a  lot  of  whatever  it  is.  When  that  is  gone,  that  is  all  there 
are.  You  cannot  get  that  information  any  longer  from  the  Govern- 
ment Printing  Office. 

Mr.  MoRAN.  The  Library  of  Congress  must  have  it,  though. 

Dr.  Good.  They  might  have  a  copy,  but  I  doubt  they  are  going 
to  send  it  to  you.  The  issue  is  the  following:  NTIS  has  the  respon- 
sibility for  maintaining  that  entire  database  and  providing  those 
documents  to  the  public  at  some  reasonable  charge.  The  fact  that 
we  have  to  run  off  of  non-appropriated  funds  means  that  we  have 
to  do  that  in  a  cost-effective  manner. 

The  only  way  to  do  that  in  a  cost-effective  manner,  if  you  have 
to  pay  for  your  rent  and  other  things,  is  to  get  out  of  things  like 
the  warehouse  business  and  put  this  stuff  up  on  electronic 
databases  so  I  don't  have  to  keep  5,000  copies  just  to  be  sure  that 
whenever  you  order  one,  I  can  send  it  to  you.  The  equipment  costs 
that  we  have  requested  are  really  to  modernize  this  facility  to  be 
able  to  do  that,  so  that  we  do  not  have  warehouses  full  of  hard- 
copy  documents. 
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Secondly,  FedWorld,  to  our  knowledge,  doesn't  duplicate  any- 
thing within  the  Federal  government  at  the  present  time.  We  are 
not  trying  to  take  over  any  other  government  agency's  business. 

On  the  other  hand,  with  FedWorld  up  and  running,  we  can  offer, 
and  Don  Johnson  can  describe  it  better  than  I,  but  he  describes  it 
as  buying  retail  space  in  a  shopping  mall.  If  you  were  a  govern- 
ment agency  and  you  had  a  database  you  wanted  to  distribute  to 
the  public  and  you  would  like  to  do  that  electronically,  you  can  give 
us  that  data  either  electronically,  or  you  can  pay  us  to  make  it  elec- 
tronic, and  we  will  distribute  that  information  for  you  through  our 
system.  We  will  not  redo  your  database  and  we  do  not  want  to  do 
your  business. 

If  you  are  a  government  agency  that  feels  that  you  must  distrib- 
ute the  information  free,  and  some  agencies  do,  then  we  would 
have  to  charge  you  at  least  for  what  it  costs  us  to  put  it  up  on- 
line and  distribute  it  to  your  customers.  But  with  the  system  we 
have  devised,  a  number  of  the  agencies  have  come  to  the  conclusion 
that  that  is  a  cost-effective  way  for  them  to  disseminate  the  data 
they  have.  And  they  are  probably  going  to  buy  space  in  this  retail 
center  for  us  to  manage  their  database  and  see  that  their  cus- 
tomers get  service. 

FUGITIVE  DOCUMENTS 

The  same  is  true  for  things  so-called  "fugitive  documents".  When 
I  first  saw  this  thing  about  a  "fugitive  document,."  I  couldn't  figure 
out  what  that  was. 

A  "fugitive  document"  is  a  Federal  document  which  we  have,  but 
the  Government  Printing  Office  did  not  choose  to  print.  Therefore, 
that  "fugitive  document"  can  be  obtained  from  NTIS. 

We  tlunk  that  is  a  service  to  the  outside  world.  The  depository 
libraries  get  very  upset  that  they  cannot  tell  from  the  Grovemment 
Printing  Office  lists  whether  there  are  any  documents  that  they  got 
or  not.  And  so  we  are  putting  together  a  matching,  so  you  will 
know  what  those  "fugitive  documents"  are,  and  if  you  think  they 
are  important  for  your  depository  library,  you  can  now  order  them 
from  NTIS. 

That  is  clearly  not  duplicating  the  Government  Printing  Office, 
and  in  fact,  it  provides  a  service.  Probably,  the  reason  they  didn't 
get  printed  by  the  Grovemment  Printing  Office  in  the  first  place,  is 
that  it  wasn't  cost-effective  to  do  it.  But  if  we  have  them  all  on- 
line, then  it  is  effective  for  us  to  distribute  them  at  the  price  with 
the  rest  of  the  documents  we  sell. 

Mr.  MORAN.  There  are  1,400  depository  libraries.  You  are  not 
going  to  have  fugitive  libraries  in  all  of  these  depositories;  are  you? 

Dr.  Good.  No,  I  hope  not.  But  each  of  the  depository  libraries 
would  like  to  have  a  list  of  the  documents  that  they  did  not  get 
from  the  Grovemment  Printing  Office.  What  we  agreed  to  do  is  to 
look  at  our  database,  which  we  are  required  to  do  by  law,  provide 
them  with  a  list,  and  then  they  may  order  those  if  they  want. 

Mr.  MORAN.  Are  you  going  to  charge  them  for  it? 

Dr.  Good.  At  the  present  time,  we  have  to  charge.  We  don't  have 
any  choice,  because  we  have  to  provide  that  in  some  rational  way. 
On  the  other  hand,  over  time,  if  we  can  work  out  a  system  that 
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would  work  properly,  we  could  probably  at  least  provide  some  of  it, 
at  least  the  on-line  services  free. 

We  do  intend  to  let  them  get  into  FedWorld  and  wander  around 
and  see  what  they  have.  We  hope  to  offer  that  as  a  free  service. 
But  that  means  we  have  to  get  it  off  customers  who  buy  products 
and  pay  for  the  operations. 

Mr.  MORAN.  Well,  I  have  some  expert  feedback  here. 

Dr.  Good.  Maybe  I  could  get  my  expert  back  here  to  answer,  too, 
if  that  is  okay. 

Mr.  MORAN.  I  am  glad  C-SPAN  isn't  covering  this  one.  The  de- 
pository program  is  also  going  to  electronic  format.  They  think  they 
can  provide  this  material.  I  think  they  may  somewhat  jealously 
guard  the  initial  distribution  of  Federal  Grovemment  information, 
and  the  Public  Printer  apparently  was  not  quite  as  enthusiastic 
about  the  level  of  cooperation  that  has  existed  between  GPO  and 
NTIS. 

Dr.  GrOOD.  That  is  true.  I  think  that  is  fair. 

I  am  going  to  let  Don  Johnson  say  a  few  words  but  I  am  not 
going  to  let  him  have  a  full  leeway  here,  because  he  can  talk  all 
afternoon.  So  I  am  going  to  confine  his  response — 

Mr.  MORAN.  You  run  a  tight  ship. 

Dr.  GrOOD.  I  know  him  pretty  well  by  now. 

But  just  to  respond  to 

Mr.  MoRAN.  See,  the  Chairman  is  not  here,  so  we  can  go  on  and 
on. 

Dr.  Good  [continuing].  To  respond  just  to  the  depository  library 
issue,  because  it  is  a  rather  complex  issue,  in  the  sense  that  you 
have  two  government  agencies  who  are  by  law  required  to  do  cer- 
tain things.  And  our  piece  of  it  is  the  deposit  of  all  of  the  govern- 
ment science  and  technology  information  which  has  to  come  to 
NTIS,  and  we  are  obligated  to  provide  some  kind  of  a  mechanism 
that  anyone  who  wants  that  information  can  get  it  back. 

Now,  the  people  who  want  it  and  who  have  gotten  it — essentially 
for  free  in  the  past  have  been  the  depository  libraries  because  of 
the  legislation  that  is  out  there.  But  it  has  been  hard  copy,  there- 
fore, it  has  been  late,  and  it  has  been  slow.  They  would  like  to  go 
on-line,  but  they  would  also  like  to  get  on-line  service  at  the  same 
price  they  used  to  pay  for  hard  copy. 

Mr.  MORAN.  We  can't  let  them  get  away  with  that. 

Dr.  Good.  Well,  I  don't  know  whether  we  can  or  not,  it  depends. 

Mr.  MoRAN.  Don,  is  there  anything  left  to  say? 

Mr.  Johnson.  She  pretty  well  covered  the  whole  waterfront.  \Ve 
are  offering  a  system  of  accountability  for  everything  that  comes  in 
our  door  with  specific  flags  indicating  those  documents  that  are  not 
available  to  the  depository  libraries  through  GPO.  That  will  be 
available  only  electronically,  because  we  simply  cannot  afford  to 
print  such  a  list  and  distribute  it,  so  we  will  make  it  available  elec- 
tronically. We  will  make  it  available  on  a  file  that  is  accessible  to 
the  libraries.  Thus,  it  is  important  that  they  can  communicate  with 
us  electronically  for  that. 

They  will  be  able  to  peruse  that  file  and  indicate  that  the  docu- 
ment they  do  not  now  get  from  the  depository  system  but  they 
would  like  to  receive.  And  I  have  already  written  to  Mr.  DiMario 
and  indicated  to  him  that  we  would  very  much  like  to  have  the  de- 


670 

pository  program  make  the  distribution  of  those  documents,  be- 
cause we  cannot  afford  to  do  it  ourselves.  We  have  committed  to 
enter  into  a  memo  of  understanding  with  GPO  that  we  will  encour- 
age the  agency  of  origin  of  the  document  to  communicate  with  the 
Grovemment  Printing  Office  £ind  arrange  to  pay  for  the  distribution. 

TITLE  44 

Somebody  has  to  pay  for  it  or  the  library  will  have  to  pay  for  it. 
Title  44  says  the  burden  of  the  payment  is  on  the  originating  agen- 
cy. We  will  communicate  back  to  the  Agency  and  indicate  that  their 
document  is  desired  by  this  set  of  libraries. 

We  will  communicate  to  GPO  that  those  libraries  have  indicated 
they  want  the  document,  so  we  are  making  the  match.  And  we  can 
do  that  electronically  at  very  low  cost  and  we  are  willing  to  do  that 
to  try  to  make  the  system  work. 

Now,  the  last  thing  that  we  have  committed  to  do  is  that  to  the 
extent  that  we  can  receive  documents  in  an  electronic  form  and  we 
can  provide  for  direct  download,  we  will  make  those  available  to 
the  depositories  to  download  for  free.  We  will  limit  them  so  that 
they  are  only  downloadable  by  the  depository  library  for  free.  We 
may  have  to  sell  them. 

Dr.  GrOOD.  We  must,  in  fact. 

Mr.  MoRAN.  Well,  I  understand.  But  I  like  his  idea  that  you  don't 
pay  for  it,  we  don't  pay  for  it,  somebody  else  is  going  to  pay  for  it. 

Dr.  Good.  That  is  right.  On  the  other  hand,  if  one  of  the  agencies 
would  like  for  us  to  provide  that  service,  we  will  provide'that  serv- 
ice, but  then  they  will  have  to  pay  us  to  do  that.  It  isn't  appropriate 
to  charge  one  set  of  customers  to  support  another  set  of  customers. 
So  we  cannot  get  into  this  business  of  deciding  that  one  set  of  cus- 
tomers is  more  worthy  than  another  set  of  customers  and  charging 
differently,  letting  somebody  in  for  nothing.  That  means  that  the 
prices  to  other  people  have  to  go  up,  and  we  can't  do  that. 

Mr.  MORAN.  Sure.  Well,  this  is  very  good,  and  it  is  excellent  tes- 
timony. Thank  you.  We  have  some  very  fine  leadership  at  The 
Technology  Administration. 

And  with  that,  Mr.  Skaggs,  you  may  want  to  give  them  an  oppor- 
tunity to  further  show  their  capability. 

Mr.  Skaggs.  Thank  you. 

BASIC  RESEARCH  BUDGET 

Let  me  toss  out  a  softball  to  start  with.  There  has  been  some 
suggestion  that  we  need  to  push  your  colleagues  at  the  National 
Science  Foundation  more  toward  applied  research,  technological 
application,  and  therefore  dilute  what  I  always  conceive  of  as  its 
principle  mission:  the  support  of  basic  research. 

Obviously,  you  are  the  other  side  of  that  coin,  in  some  sense,  and 
I  just  wanted  to  invite  your  commentary  on  the  division  of  labor 
and  the  logic  behind  that,  between  Commerce  and  NSF  on  this. 

Dr.  Good.  Well,  first  of  all,  that  is  not  the  softball,  Mr.  Skaggs, 
in  today's  world. 

Mr.  Skaggs.  Oh,  it  is  not? 

Dr.  GrOOD.  But  an3rway,  I  clearly  do,  and  Arati  and  I  have  had 
some  long  conversation,  and  she  can  comment  as  well. 


671 

Personally,  and  this  really  is  the  position  of  the  Department  of 
Commerce  as  well,  if  you  look  at  the  President's  budget,  there  is 
no  lessening  of  a  commitment  to  basic  research. 

The  worst  possible  response  would  be  to  reduce  the  Nation's  in- 
vestment in  basic  research.  That  has  served  us  extraordinarily 
well.  It  is  the  source  of  the  manpower  that  we  have;  it  is  where 
you  get  the  training  to  do  some  of  these  innovative  things  that  hap- 
pen. And  the  way  we  have  matched  a  lot  of  our  basic  research  with 
the  universities  has  been  veiy  effective  for  us,  and  I  think  that  is 
an  area  where  we  need  to  maintain  it. 

The  issue  within  the  National  Science  Foundation  is  how  you 
structure  your  basic  research  programmatically  to  get  the  best 
value  people.  Some  are  pushing  to  get  it  in  so-called  applied 
science,  I  don't  think  that  is  really  the  issue. 

I  think  the  issue  is  how  you  look  strategically  at  basic  research 
today,  and  is  it  different  from  what  it  was  50  years  ago,  and  would 
you  restructure  it  a  little  differently  to  make  the  most  of  it  today? 
That  is  the  question. 

My  own  personal  opinion  is  that  the  answer  is  yes.  Because  50 
years  ago,  basic  research  was  totally  discipline-driven.  You  had 
chemists  and  physicists  and  biologists  who  did  chemistry  and  phys- 
ics and  biology.  If  you  look  at  the  really  exciting  things  that  are 
happening  today,  they  are  in  biochemistry,  biophysics, 
biomechanics,  and  at  the  interfaces  of  these  disciplines. 

So  if  you  think  about  that,  you  might  really  decide  that  you  want 
to  reconfigure  your  basic  research  thrusts  in  a  way  that  would  let 
you  focus  on  those  really  exciting  interfaces.  That  in  no  way  says 
that  that  should  become  applied  research  in  the  usual  sense  of  that 
term.  It  would  be  the  worst  mistake  to  take  money  out  of  the  basic 
research  budget  and  put  it  into  the  programs  we  are  talking  about 
here. 

What  we  are  looking  at  is  the  ability  to  move  from  what  the 
President  would  like  to  do,  which  is  to  move  the  overall  R&D 
spending  of  the  country  from  60  percent  to  defense,  and  about  40 
percent  for  civilian  infrastructure,  to  at  least  50/50.  So  what  we  are 
looking  at  is  that  shift  and  how  we  ought  to  work  that  part  which 
comes  out  for  the  civilian  infrastructure. 

And  programs  like  the  ATP  are  really  very  important,  because  if 
we  don't  do  the  middle  correctly,  we  won't  have  the  money  to  fund 
the  basic.  And  the  only  issue  that  I  would  ask  the  basic  research 
people  to  understand,  is  that  if  we  cannot  get  the  industry  up  and 
effective  and  productive,  then  you  won't  make  enough  money  to  pay 
for  the  basic  research  they  want  to  do. 

So  it  is  critical  to  get  the  step  done  between  the  basic  research 
and  the  technology  development,  and  in  a  sense,  ATP  is  the  vehicle 
to  do  that.  And  if  we  could  somehow  better  articulate  that,  it  would 
make  a  big  difference  when  people  begin  to  discuss  these  issues. 

Dr.  Prabhakar.  A  small  footnote.  I  think  Mary  said  most  of  it. 
My  only  additional  comment  is  I  think  we  have  to  keep  our  eyes 
firmly  on  what  proportions  that  we  are  talking  about. 

The  budget  request  for  fiscal  year  1995  for  NIST  is  1.3  percent 
of  the  total  Federal  R&D  budget.  It  is  less  than  $1  billion.  In  that 
year,  NSF's  budget  is  a  few  billion  dollars,  the  National  Institutes 
of  Health  are,  I  think,  $11  billion,  we  heard  a  while  ago. 
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Basic  research  is  funded  through  the  Defense  Department,  the 
Energy  Department,  et  cetera.  So  I  think  one  of  the  phenomena  is 
that  we  get  a  lot  of  attention,  because  this  is  a  new  business  of  ci- 
vilian industrial  technology,  but,  in  fact,  it  is  not  the  size  of  dollars 
that  I  think  are  eating  into  this  other  science  base,  which  is  very 
important. 

Mr.  Skaggs.  That  is  helpful.  Thank  you. 

DEVICE  TECHNOLOGY  AND  THE  FDA 

Dr.  Grood,  you  were  present  this  morning  when  I  mentioned  to 
the  Secretary  my  continuing  interest  in,  as  you  put  it,  the  interface 
between  your  discipline  and  that  at  FDA  as  it  applies  to  device 
technology  in  particular.  I  wrote  you  about  that  some  time  ago. 

Dr.  Good.  Yes,  you  did. 

Mr.  Skaggs.  I  don't  want  to  belabor  it  in  testimony  this  after- 
noon, unless  you  wish  to,  but  I  would  be  very  interested  in  a 
progress  report  in  how  Commerce  is  doing  with  HHS  in  pointing 
out  to  your  colleagues  over  there  that  this  isn't  just  a  matter  of 
HHS  concern. 

Dr.  Good.  Well,  those  issues,  some  of  the  regulatory  issues  that 
impact  exports  in  particular,  are  really  very  important  across  the 
board.  The  one  that  you  happen  to  know  about  is  a  clear  one  and 
is  very  easy  to  articulate. 

Mr.  Skaggs.  That  is  why  I  use  it. 

Dr.  CjOOD.  Right.  The  issue  has  to  come  down,  I  think,  eventually 
to  the  fact  that  we  have  got  to  get  people  to  understand  that  this 
is  a  global  economy.  Just  like  me  sitting  here  making  the  cursory 
view,  we  just  looked  at  this  circuit  board  a  little  while  ago  and  we 
talked  about  the  fact  that  this  board  tells  you  what  the  global  econ- 
omy is  all  about.  We  are  in  much  better  shape  than  we  were  about 
five  years  ago,  because  now  half  of  the  chips  look  to  me  like  they 
are  American,  but  the  others  are  either  Chinese  or  Japanese  or 
whatever. 

But  the  issue  is  that  we  really  do  have  to  get  to  the  point  where 
you  export  what  is  required  and  do  it  effectively  as  a  part  of  how 
you  make  decisions.  We  have  got  to  get  people  to  include  tech- 
nology issues  as  part  of  the  regulatory  questions;  we  have  got  to 
get  them  to  become  part  of  the  trade  questions,  because  they  are 
all  part  of  the  same  thing.  And  if  we  are  going  to  be  successful,  we 
must  be  able  to  make  them  work  together. 

Mr.  Skaggs.  You  bet,  and  I  don't  think  there  is  any  disagree- 
ment in  this  room  about  that.  I  will  put  this  as  delicately  as  I  can. 

Dr.  Good.  Go  ahead. 

Mr.  Skaggs.  I  am  just  wondering,  essentially,  whether  you  need 
help  in  getting  the  kind  of  attention  from  FDA  on  this  that  is  nec- 
essary. And  I  don't  mean  to  impugn  their  motives  or  their  deter- 
mination. 

Dr.  Good.  It  is  not  an  issue  of  motives.  They  have  the  best  mo- 
tives in  the  world.  That  is  not  the  problem. 

Mr.  Skaggs.  Part  of  it  is  a  reflection  of  jurisdictional  lines  in  this 
place,  and  there  is  no  opportunity  because  of  committee  jurisdic- 
tions to  get  everybody  in  the  same  room  at  the  same  time  and  say 
what  is  going  on. 
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Dr.  Good.  Right.  We  have  had  preliminary  discussions.  One  of 
the  things  we  are  trying  to  do  on  exports  within  the  Department 
of  Commerce  the  Secretary  has  done  an  enormous  job  here,  and  in- 
dustry I  think  is  beginning  to  be  very  appreciative — is  to  get  as 
many  of  the  technology  issues  that  are  just  technology  issues,  and 
there  are  commerce  issues,  to  be  managed  by  the  Commerce  De- 
partment as  we  can. 

In  the  device  area,  my  view  is  that  those  are  technical  discus- 
sions; they  are  not  efficacy  discussions,  they  are  not  drug-related 
discussions.  So  what  we  have  to  do  somehow  is  to  get  them  to  un- 
derstand the  difference  between  technology  in  various  categories 
and  let  the  Commerce  Department  regulate  those  that  I  would  con- 
sider to  be  consumer  technology,  which  they  are.  And  how  we  go 
about  getting  that  done  on  a  timely  basis  is  the  issue. 

Mr.  Skaggs.  Have  you  been  able  to  talk  to  Dr.  Kessler  about 
this? 

Dr.  Good.  I  haven't  talked  to  Dr.  Kessler.  We  need  to  go  talk  to 
him  directly  and  see  what  his  concerns  are,  which  we  will  do.  I 
promise  you  we  will  do  that. 

Mr.  Skaggs.  Great. 

As  you  are  no  doubt  aware,  I  think  there  is  a  willingness  on  all 
sides,  including  the  industry,  for  the  industry  to  chip  in  more 
money  or  to  take  care  of  Dr.  Kessler's  resources. 

Dr.  Good.  Right.  If  that  is  his  problem. 

Mr.  Skaggs.  Yes,  sir,  and  that  is  a  big  piece  of  it. 

What  would  be  a  reasonable  time  by  which  to  expect  to  hear 
from  you  about  this? 

Dr.  Good.  Give  us  six  weeks  and  call  me.  If  we  haven't  done  it, 
you  really  ought  to  be  able  to  beat  us  around  the  ears;  is  that  fair? 

Mr.  Skaggs.  I  will  take  the  invitation. 

Dr.  GrOOD.  And  Judy  is  taking  notes  behind  me. 

Mr.  Skaggs.  Thanks. 

KEY  ESCROW  ENCRYPTION 

I  see  that  Brother  Kammer  is  with  you  this  afternoon.  I  know 
he  is  dying  to  talk  to  us  about  encryption. 

Dr.  Good.  If  you  say  that  word,  he  is  likely  to  leave. 

Mr.  Skaggs.  But  I  won't  call  on  him. 

Mr.  Kammer.  Thank  you. 

Mr.  Skaggs.  Dr.  Prabhakar,  what  are  your  views  on  the  whole 
chip  issue?  I  have  heard  Mr.  Kammer  brief  us  upstairs  on  this,  but 
it  if  we  get  into  this,  as  the  Administration  is  now  proposing,  you 
become  the  keeper  of  one  of  the  two  crown  jewels,  as  it  were.  Is 
that  going  to  be  a  resource  problem  for  you  at  all,  or  is  it  a  rel- 
atively modest  cost? 

And  given  that  NIST  is  not  exactly  in  the  business  of  addressing 
communications  policy  or  privacy  issues,  but  you  have  got  this  baby 
in  your  lap,  nonetheless,  you  may  have  some  credibility  if  you  wish 
to  apply  it  to  a  debate  on  this.  That  would  help  enlighten  the 
American  public  about  the  privacy  gains  that  we  may  accrue  as  op- 
posed to  the  privacy  losses,  which  are  the  only  things  we  hear 
about. 

Dr.  Prabhakar.  That  is  an  excellent  statement  of  the  situation. 
I  think  we  are  caught  between  a  rock  and  a  hard  place,  and  I  am 
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not  aware  of  any  simple  solutions,  and  I  am  very  open  to  hearing 
about  any  ideas  forthcoming.  I  think  Ray  has  done  a  superb  job  of 
explaining  the  situation  and  trying  to  articulate  the  Administra- 
tion's position  on  that,  and  he  is  surely  far  more  expert  than  I  am. 

I  am  a  bit  concerned  that  we  have  heard  a  lot  about  the  rock  in 
the  press  and  not  much  about  the  hard  place.  I  think  we  have 
talked  about  the  privacy  issues  side  of  it  and  not  that  much  about 
law  enforcement  and  other  public  issues  that  are  also  pretty  impor- 
tant. 

Mr.  Skaggs.  I  think  we  have  heard  the  rock  and  the  hard  place. 
What  we  haven't  heard,  at  least  as  I  understand  it,  is  the 
counterintuitive  piece  of  this — that  is  that  the  general  availability 
of  high-quality  encryption  that  could  be  accessed  only  under  very, 
very  tight  circumstances  would  be  a  net  privacy  gain  for  most  com- 
munication users. 

Dr.  Prabhakar.  Right;  by  making  it  pervasive  and  easily  avail- 
able, et  cetera. 

Mr.  Skaggs.  Right.  And  if  you  are  a  private  company  or  private 
individual,  for  that  matter,  you  are  probably  going  to  be  able  to 
maintain  communications  privacy  at  a  higher  level  than  under  cur- 
rent circumstances. 

Dr.  Prabhakar.  I  think  you  are  telling  the  story  exactly  the  way 
it  needs  to  be  told,  in  fact. 

Mr.  Skaggs.  But  I  don't  have  any  credibility  on  this. 

RESOURCE  ALLOCATION 

Dr.  Prabhakar.  Let  me  answer  your  other  question  which  was 
about  resource  allocation.  The  current  budget  request  does  not  re- 
flect any  resources  to  undertake  the  new  responsibilities,  since  that 
came  along  subsequent  to  the  budget  process.  My  understanding  is 
that  it  is  still  under  discussion  and  is  not  yet  included  in  what  we 
are  talking  about  today. 

Mr.  Skaggs.  If  you  have  anything  you  would  like  to  put  in  the 
record  on  that,  I  would  be  grateful  to  see  it.  I  will  have  a  couple 
of  other  questions  for  the  record. 

My  colleague  from  North  Carolina  has  been  waiting  patiently. 
We  are  doing  tag-team  chairing  here  in  which  we  don't  get  ex- 
hausted, but  you  do. 

[Clerk's  note. — No  further  information  was  available  at  print- 
ing time.] 

Mr.  Skaggs.  Thank  you. 

Mr.  Price.  Well,  thank  you,  Mr.  Chairman,  and  I 

Mr.  Skaggs.  You  are  now,  Mr.  Chairman. 

Mr.  Price.  I  am  now,  Mr.  Chairman.  All  right. 

I  apologize  for  my  late  arrival.  We  have  been  fighting  the  budget 
battles  on  the  Floor,  and  that  really  is  going  to  frame  my  question. 

Let  me  ask  a  couple  of  more  detailed  questions  first,  but  I  do 
want  to  ask  you,  as  we  close  this  afternoon  of  hearings  out,  to  re- 
flect on  the  big  picture  in  terms  of  your  agency's  mission. 

INTERNATIONAL  INVESTMENT  IN  R&D 

Turning  first,  though,  to  your  statement,  you  note  that  the  Fed- 
eral Grovemment  now  supports  about  half  of  all  of  the  research  and 
development  conducted  by  the  United  States,  but  only  a  relatively 
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small  proportion  of  that  is  directly  aimed  at  benefiting  U.S.  indus- 
trial competitiveness.  I  am  sure  that  this  has  been  studied  in  com- 
parison to  what  other  nations  are  doing. 

Do  you  have  any  comparisons  off  the  top  of  your  head,  or  could 
you  furnish  that  for  the  record,  just  how  that  kind  of  aspect  of 
international  investment  compares  with  our  competitors? 

Dr.  Prabhakar.  You  are  absolutely  right,  Mr.  Price,  it  is  quite 
a  stark  contrast  to  other  behavior  in  industrialized  nations  and  we 
would  be  happy  to  provide  the  information  for  the  record. 

Dr.  Good.  I  don't  have  it  today  either.  I  had  it  yesterday  at  the 
trade  discussion,  but  not  today. 

Mr.  Price.  All  right.  Well,  we  will  be  interested  in  seeing  that 
for  the  record. 

[The  information  follows:] 

Comparative  R&D  Data  (from  NSF,  Science  and  Engineering  Indicators,  1993). 
R&D  EXPENDITURES  AS  A  PRECENTAGE  OF  GDP  IN  1991 

Counti>  Total  R&D/GDP 

Japan 

Germany 

France 

United  States 

United  Kingdom  

ADVANCED  TECHNOLOGY  PROGRAM 

Mr.  Price.  The  Advanced  Technology  Program,  we,  of  course, 
have  been  very  supportive  of  on  this  subcommittee,  and  in  our  tex- 
tile industry  and  elsewhere  in  North  Carolina,  we  have  reaped 
some  of  the  benefits  of  this.  I  am  interested  in  the  reaction  you  got 
when  you  went  to  the  technical  community  for  ideas. 

You  talk  about  450  ideas  for  ATP  program  areas.  I  guess  that  is 
good  news.  What  on  Earth  do  you  do  with  450  ideas? 

Dr.  Prabhakar.  I  will  tell  you. 

Mr.  Price.  My  question  is  what  are  the  range  of  these  ideas,  how 
good  are  they,  can  you  characterize  them  or  maybe  provide  some 
examples  for  the  record  and  what  kind  of  support  can  you  realisti- 
cally hope  to  see? 

Dr.  Prabhakar.  That  is  a  process  that  has  been  engaging  us  re- 
cently and  I  think  it  is  working  extremely  well. 

First  of  all,  I  think  that  number  of  program  ideas  that  came  in 
between  October  and  December  of  last  year,  reflects  a  huge  interest 
in  the  industry,  and  it  tells  me  that  we  are  really  fully  engaged 
with  the  American  industry.  It  exceeded  even  my  best  expectations 
for  the  kind  of  response  we  would  see. 

What  came  in  were  a  collection  of  ideas,  some  of  which  were  in 
fact  what  we  were  looking  for  where  companies.  Many  companies 
had  come  together,  had  thought  through  strategic  technology  op- 
portunities for  the  country,  had  thought  about  what  it  would  take 
to  accomplish  that  and  about  what  economic  difference  that  would 
make  in  the  long  term. 

Some  of  the  ideas  that  were  comprehensive  and  were  good  start- 
ing points  for  our  process.  Many  of  the  other  ideas  that  came  in 
were  much  smaller.   They  perhaps  might  be  sensible  individual 
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projects,  a  specific  company's  contribution  in  some  strategic  area, 
and  in  those  cases,  we  have  gotten  people  in  similar  areas  talking 
with  each  other,  providing  information  among  themselves  so  that 
they  could  start  building  the  community  activity  to  start  looking 
perhaps  in  the  more  strategic  sense  at  the  larger  opportunities. 

Some  of  the  ideas  that  came  in  were  in  program  areas  where 
other  agencies  have  substantial  investment.  For  example,  we  got 
ideas  on  packaging  and  display  technology  and  semiconducting 
manufacturing — areas  where  ARPA  spends  several  $100  million  a 
year  on  just  those  kinds  of  activities.  And  in  that  case,  we  sent 
those  papers  over  to  ARPA,  sajdng,  we  have  heard  these  fabulous 
ideas  from  the  industry  and  we  hope  you  will  consider  them  as  you 
evolve  your  programs,"  and  we  have  informed  the  submitters  that 
is  where  they  went,  because  it  is  our  express  goal  not  to  duplicate 
existing  efforts  that  are  already  quite  effective. 

What  has  subsequently  come  out  of  all  of  that  morass  of  fabulous 
ideas  flowing  in  is  a  group  of  workshops  that  we  have  been  running 
in  various  areas.  One  of  them  was  in  biotechnology,  one  was  in  in- 
formation technology  for  medical  applications,  one  was  in  mate- 
rials, and  another  in  manufacturing.  We  have  had  a  host  of  work- 
shops in  software. 

I  have  left  a  few  out,  but  you  can  see  that  they  cover  a  very  wide 
range.  And  in  these  workshops,  there  have  been  meetings — we 
have  invited  several  of  the  people  who  submitted  white  papers  to 
present  them,  to  walk  through  how  they  would  work,  how  they 
would  have  economic  impact,  what  the  technical  ideas  are  and  use 
that  as  a  way  to  bring  the  community  together.  So  we  are  really 
going  through  a  sjnithesis  process  and  what  will  come  out  of  that 
will  be  determined  in  April.  We  anticipate  four  program  areas. 

I  anticipate  that  each  of  those  will  have  its  roots  in  many  of 
those  proposals  that  came  in  the  door.  And  it  is  really  that  sort  of 
integration  of  synthesis  process  that  we  are  right  in  the  middle  of 
today. 

Mr.  Price.  Good.  That  is  helpful  and  we  will  look  forward  to  the 
refinement  of  your  plans  in  this  program. 

MANUFACTURING  EXTENSION  PARTNERSHIP 

I  notice  with  the  Manufacturing  Extension  Partnership,  you  have 
an  upbeat  account  of  the  experience  thus  far.  I  was  struck  espe- 
cially with  this  rate  of  return  that  you  report. 

I  don't  particularly  want  a  highly  technical  accounting  of  that, 
but  I  am  wondering  how  you  come  up  with  that?  You  say  client 
firms  of  these  first  seven  centers  reported  $320  million  in  benefits 
in  the  last  four  years;  that  is  a  return  of  $7.00  for  each  Federal  dol- 
lar invested  in  these  centers.  Well,  that  does  sound  very  good,  and 
I  wonder  what  kind  of  significance  we  should  attach  to  that  figure? 

Dr.  Prabhakar.  Exactly  the  right  question.  I  really  want  to 
stress  that  it  is  a  very  early  indication;  it  is  based  on  a  company's 
own  assessment  of  what  difference  we  made  to  them.  It  is  not  some 
neutral  third  party  or  sort  of  market  survey  analysis.  So  I  would 
not  want  to  characterize  that  as  complete,  thorough  evaluation. 
The  program  is  really  at  a  pilot  stage  and  it  is  just  really  one  of 
the  first  indications. 
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Where  the  estimates  of  those  dollars  came  from  was  essentially 
from  the  client  companies  who  use  the  services  of  the  manufactur- 
ing extension  centers;  what  benefit  they  thought  they  had  seen 
from  the  activities  that  they  engaged  in  with  the  extension  center. 
In  many  cases,  they  were  able  to  increase  sales  or  reduce  their  in- 
ternal costs  of  operation. 

They  were  often  able  to  save  jobs  or  create  new  jobs  because  of 
these  activities,  and  it  was  really  the  sum  of  all  of  those  incremen- 
tal benefits  to  the  individual  companies  that  resulted  in  that  $320 
million  number  for  that  period  of  time. 

Mr.  Price.  Have  you  received  any  more  critical  feedback  that  has 
led  you  to  modify  that  program  or  alter  your  expectations  for  it? 

Dr.  Prabhakar.  I  think  that  program,  because  it  is  so  different 
from  everything  else  we  have  ever  done  in  Federal  R&D,  is  not 
more  technology  development,  it  is  this  different  job  of  getting  in- 
formation out  to  the  broad  manufacturing  base.  So  quite  naturally, 
I  think  it  has  gone  through  an  intense  period  of  learning  in  its 
early  days  since  its  inception  in  the  late  1980s. 

In  fact,  I  think  one  of  the  twinkles  in  the  eye  when  the  program 
started  was  that  perhaps  the  magic  solution  would  be  to  take  a  fab- 
ulous, sexy  technology  out  of  government  labs  and  hand  it  on  a  sil- 
ver platter  to  small  companies  and  it  would  solve  their  problems. 
And,  in  fact,  as  we  started  the  program  and  listened  to  what  com- 
panies needed,  we  rapidly  learned  that  what  they  need  is  access  to 
fairly  conventional  industrial  engineering  practices. 

A  lot  of  our  success  stories  are  implementing  just-in-time  or  help- 
ing someone  figure  out  what  worker  training  they  need  to  imple- 
ment a  particular  tool  on  their  factory  floor.  And  I  think  that  re- 
sults in  just  establishing  a  fundamental  philosophy  for  the  program 
which  is  to  listen  to  those  companies,  to  provide  them  with  what 
they  need  rather  than  selling  a  technology  solution.  That  notion  in 
the  program  and  the  notion  of  basing  it  on  regional  capabilities,  al- 
lowing each  center  to  respond  to  the  local  needs  and  requirements 
of  its  manufacturing  industry,  coupling  with  State  and  local  gov- 
ernments to  do  that,  I  think  those  few  elements  now  are  the  base 
that  we  are  going  to  build  on,  but  we  got  to  that  point  through  a 
lot  of  learning  in  the  early  days. 

Mr.  Price.  Well,  you  have  been  here  for  a  good  period  of  time. 
So  let  me  close  out  with  a  broader  question. 

IMPACT  OF  BUDGET  RESOLUTION 

Let  me  just  reflect  with  you  for  a  minute  on  what  is  going  on  in 
the  Floor  a  few  yards  from  here.  We  are  debating  the  1995  Budget 
Resolution.  The  Budget  Resolution,  of  course,  sets  broad  guidelines 
for  this  subcommittee  and  for  others,  yet  it  is  based  on  some  very 
real  assumptions  about  what  our  priorities  are  going  to  be  and 
what  we  are  going  to  be  appropriating  in  the  subsequent  spending 
bills. 

You  are  one  of  the  big  winners  in  the  President's  budget.  Not  as 
big  as  you  would  like,  probably,  or  maybe  not  as  big  as  you  could 
work  with. 

Dr.  Prabhakar.  No,  no,  this  is  fabulous. 

Mr.  Price.  But  nonetheless,  in  this  budget  climate,  you  do  have 
room  for  encouragement  and  room  for  some  expansion,  and  that 
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makes  the  contrast  all  the  more  stark  between  the  Budget  Resolu- 
tion that  we  have  reported,  that  the  Budget  Committee  has  re- 
ported, which  of  course  for  the  most  part  reflects  the  President's 
submission,  and  the  alternative  Budget  Resolution  which  Mr.  Ka- 
sich  and  his  colleagues  are  offering. 

Now,  Mr.  Kasich  in  his  budget  eliminates,  I  think  almost  all,  if 
not  all,  of  the  increases  in  investment.  In  fact,  in  many  instances, 
he  doesn't  just  eliminate  the  increase,  but  cuts  them  back  to  the 
level  of  a  year  or  two  ago. 

In  the  case  of  the  advanced  technology  program,  of  course,  he 
eliminates  it  entirely,  just  simply  zeroes  it  out. 

As  we  go  through  the  details  of  your  programs  and  your  propos- 
als, it  would  be  a  mistake,  I  suppose,  to  lose  sight  of  the  bigger  pic- 
ture and  what  a  budget  of  that  sort  would  entail,  because  after  all, 
that  is  the  decision  we  are  faced  with  right  at  this  minute. 

I  would  just  like  to  give  you  a  chance  to  comment  on  that,  what 
it  would  mean  for  your  program,  for  your  agency's  mission,  for  the 
kinds  of  things  that  you  have  underway?  We  used  to  say  in  Amer- 
ican politics,  we  don't  have  a  choice,  we  have  an  echo.  Well,  this 
time  between  these  two  budgets,  we  have  a  choice,  not  an  echo. 
And  the  choice  is  very  stark  and  I  would  like  to  ask  you  what  the 
implications  of  that  choice  are. 

Dr.  Good.  Let  me  make  a  few  comments  on  the  overall  idea  and 
then  respond  on  what  it  means  to  NIST  from  the  perspective  of  one 
who  has  recently  come  from  a  civilian  industry  and  one  where  we 
had  a  major  technical  '^big"  aerospace  business,  automotive  busi- 
ness, and  the  chemical  business,  all  in  the  high-tech,  or  at  least 
medium-  to  high-tech  area. 

One  of  the  things  that  I  think  that  is  missing  from  this  argument 
is  any  perception  of  what  is  actually  taking  place  in  the  global  mar- 
ketplace today  and  how  we  are  participating  in  that.  If  you  look  at 
the  papers,  you  will  see  the  downsizing  in  all  of  our  big  industries. 
And  if  you  look  down  at  the  next  layer,  you  see  something  that 
really  is  very  different,  and  you  see  companies  utilizing  their  R&D 
resources  to  protect  their  core  technologies. 

To  be  competitive  in  today's  world  and  to  produce  a  product  at 
the  quality  and  price  that  makes  them  competitive  means  they 
have  had  to  put  a  lot  of  time  and  resources  and  money  into  their 
manufacturing  technologies.  They  have  had  to  put  a  lot  into  the 
quality  upgrades,  and  into  very  rapid  turnaround  of  improvements 
in  product  from  where  they  are  to  the  next  generation  of  products 
to  make  it  a  timely  one. 

If  you  look  at  all  of  them  across  the  board,  the  amount  of  money 
that  they  are  putting  into  new  technology  development  is  less.  For 
example,  if  you  look  at  a  large  company  like  General  Electric  where 
they  have  had  new,  big  divisions  built  from  technology  developed 
within  the  General  Electric  laboratories,  the  amount  of  effort  and 
resources  that  are  going  into  that  kind  of  activity  in  the  private 
sector  today  is  much  less  than  it  was  even  five  years  ago.  And  the 
indications  are  that  in  1994,  it  will  be  significantly  less  once  again. 

Many  of  them  are  actually  reducing  their  total  R&D  outlays,  re- 
gardless of  where  it  is  going.  The  kind  of  fundamental  programs 
that  ATP  addresses  represent  the  opportunity  to  take  embryonic 
technologies  and  develop  the  technology  to  the  point  where  there 
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is  someone  out  there  who  will  take  a  risk  to  commercialize  it,  ei- 
ther a  venture  capitalist,  and  in  today's  world  a  venture  capitalist 
has  to  have  something  he  can  smell  and  feel  before  he  is  going  to 
put  money  into  a  new  technology,  or  whether  a  major  company  that 
will  pick  it  up  and  run  with  it. 

Many  of  the  programs  in  ATP  represent  that  kind  of  grassroots 
response  to  developing  new  technologies  which  will  be  the  products 
of  the  beginning  of  the  21st  Century.  And  if  we  were  to  remove  all 
of  that  from  the  Federal  government  today  and  go  back  to  funding 
only  basic  research  and  direct  military  applications,  my  view  is 
that  within  a  relatively  limited  period  of  time,  we  would  have  to 
either  make  a  decision  to  put  huge  investments  to  catch  up,  or  we 
would  become  a  second-rate  nation. 

Developing  countries  are  putting  major  investments  into  these 
kinds  of  longer-range,  new  technology  developments.  So  my  view  is 
that  this  is  a  significant  opportunity.  The  ATP  program  is  such  a 
different,  rare  opportunity  to  actually  stimulate  some  grassroots 
technology  that  people  are  willing  to  put  time  and  their  own  money 
into.  Many  of  our  other  so-called  technology  programs  in  the  Fed- 
eral government  are  in-kind,  where  the  government  is  developing 
the  technology.  Then  we  are  stuck  with  this  huge  problem  of  how 
to  do  technology  transfer. 

ATP  doesn't  suffer  from  technology  transfer.  We  somehow  have 
to  make  people  understand  the  difference  between  those  two  pieces. 
That  $500  million  put  into  ATP,  where  you  require  matching  from 
the  industry  to  make  another  half  a  billion,  is  probably  worth  three 
times  that  or  more  in  terms  of  if  I  did  it  with  in-kind,  government- 
done  research,  and  then  have  to  worry  about  how  to  do  the  tech- 
nology transfer. 

Mr.  Price.  Well,  it  is  ironic  that  the  same  people  who  are  so  crit- 
ical of  the  government-centered  model  of  research  would  then  come 
in  and  want  to  wipe  out  this  program,  which  is  just  the  opposite 
of  that. 

Dr.  GrOOD.  Correct.  And  it  is  clear  from  the  experiences  that  the 
technology  transfer  and  the  potential  for  new  products  and  that 
sort  of  thing,  both  in  time  and  in  cost,  are  significantly  better 
under  an  ATP-type  program  than  under  some  of  the  ones  that  are 
in-house  and  then  try  to  find  somebody  who  wants  that  technology. 

Dr.  Prabhakar.  Let  me  just  add  a  small  comment. 

I  think  we  have  to  recognize  that  the  world  has  changed.  We  are 
not  engaged  in  the  Cold  War;  we  can  no  longer  assume  that  our 
industries  are  unchallenged  global  leaders  in  all  areas  as  they  once 
were  in  an  era  that  is  now  gone.  I  think  the  industry  has  spoken 
about  these  programs.  The  Council  on  Competitiveness  has  en- 
dorsed them  strongly.  Many  other  highly  respected  industrial  orga- 
nizations have  stepped  up,  many  companies  have  stepped  up,  and 
now  the  President  and  the  Secretary  of  Commerce  have  stepped  up. 

I  think  the  will  is  there,  and  I  think  the  question  for  the  Con- 
gress is — are  we  going  to  keep  doing  the  same  things  we  have  al- 
ways done,  knowing  full  well  that  they  will  not  respond  to  today's 
economic  priorities,  or  are  we  going  to  make  this  kind  of  a  shift  in 
our  priorities?  And  we  are  not  talking  about  a  huge  percentage 
shift. 
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The  NIST  budget  for  fiscal  year  1995  is  a  1.3  percent  component 
of  Federal  R&D.  Yes,  it  is  a  big  percentage  growth,  but  it  is  still 
small  on  the  scale  of  the  total  Federal  R&D  investment.  And  I 
think  that  we  really  have  to  be  able  to  make  that  kind  of  an  invest- 
ment in  this  business  of  direct  focused  investment,  civilian  tech- 
nology for  economic  growth,  and  working  with  the  industry.  I  think 
we  just  really  need  to  step  up  to  the  challenge. 

Mr.  Price.  Well,  it  seems  to  me  that  in  Federal  budgeting  these 
days,  we  need  to  be  doing  basically  two  things:  One,  obviously,  we 
need  to  be  spending  less,  exercising  restraint  on  spending;  and  sec- 
ondly, and  equally  importantly,  that  we  are  spending  what  we  do 
spend  more  intelligently,  more  strategically. 

Dr.  Good.  That  is  right. 

Mr.  Price.  It  is  a  sad  day  when  we  are  not  able  to  discriminate, 
when  we  are  not  able  to  separate  out  the  legitimate  cuts,  the  need- 
ed cuts,  the  needed  economies,  from  those  that  really  would  eat 
into  our  economic  potential  and  divert  us  from  the  changes  that  we 
all  know  we  need  to  make. 

We  thank  you  for  being  here  today  and  for  your  good  testimony. 
We  look  forward  to  continuing  to  work  with  you. 

Dr.  Good.  Okay.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  responded  to  for 
the  record:! 
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Questions  Submitted  By  Congressman  Smith 

Advanced  Technology  Program 

QUESTION: 

Beginning  in  FY  1994,  NIST  is  defining  "broad  technology 
areas"  for  the  ATP  competitions.  How  is  this  process 
working?  What  changes  to  the  award  process  have  you  had  to 
make  in  FY  1994  to  accommodate  the  increase  in  the  number 
of  individual  competitions? 

ANSWER: 

The  response  from  industry  to  NIST's  request  to  submit 
program  ideas  has  been  excellent.  To  date,  approximately 
600  program  ideas  have  been  submitted  and  are  being 
evaluated  in  terms  of  published  ATP  program  selection 
criteria.  ATP  program  managers  are  working  with  industry 
to  further  develop  those  ideas  that  best  meet  our  selection 
criteria.  We  expect  to  announce  four  programs  this  spring 
and  additional  programs  this  summer.  No  substantial 
changes  need  be  made  to  the  award  process.  Each 
competition  will  require  a  source  evaluation  board;  we  are 
prepared  to  operate  six  to  eight  boards  simultaneously,  if 
necessary.  Some  minor  changes  will  be  made  in  the  proposal 
review  process  to  enable  the  reviews  to  be  carried  out 
faster  and  more  efficiently.  These  include  the  use  of 
abbreviated  proposals  and  concurrent  business  and  technical 
reviews. 

QUESTION: 

What  has  been  the  impact  of  the  program-specific 
competitions  on  the  number  of  proposals  submitted  and  the 
quality  of  the  projects  proposed? 

ANSWER: 

The  ATP  gathered  input  from  industry  through  a  series  of 
public  meetings.  To  date,  the  U.S.  technical  community  has 
responded  with  approximately  600  ideas  for  program  areas. 
In  April,  NIST  will  choose  the  first  set  of  program  ideas 
and  will  announce  competitions  for  several  focused 
programs.  We  anticipate  that  the  focused  programs  will 
allow  industry  to  address  more  systematically  the  spectrum 
of  technical  challenges  in  a  given  area,  and  this  will 
ultimately  lead  to  a  greater  economic  impact  than  would 
have  been  possible  without  focused  programs.  The  feedback 
to  date  from  industry  on  our  approach  to  the  forthcoming 
program-specific  competitions  has  been  enthusiastic. 
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QUESTION: 

Can  you  tell  us  anything  about  the  proposals  that  have  come 
in  this  year  —  are  there  any  significant  trends  in  the  ATP 
applications?  What  is  the  mix  between  individual  projects 
and  joint  ventures? 

ANSWER: 

In  the  fourth  general  competition,  there  were  252  proposals 
submitted  —  220  were  single  company  projects  and  32  were 
joint  ventures.  This  is  comparable  to  the  number  of 
proposals  received  in  previous  competitions.  ATP  selected 
29  proposals  to  award;  five  of  them  were  joint  ventures. 
Fourteen  of  the  24  single  company  awards  went  to  small 
business. 

QUESTION: 

What  was  the  total  amount  requested  in  the  initial  round  of 
solicitations  for  the  FY  1994  funding?  How  many 
applications  have  been  submitted? 

ANSWER: 

Proposals  will  not  be  received  for  the  FY  1994  round  of  ATP 
solicitations  (the  general  competition  as  well  as  the 
program  competitions)  until  this  summer.  However,  because 
of  the  greatly  increased  visibility  of  the  program  and 
increased  number  of  competitions  to  be  announced,  the 
number  of  applications  is  expected  to  increase 
significantly.  In  the  fourth  general  competition,  252 
proposals  were  submitted,  and  the  total  amount  requested  by 
industry  was  $455  million. 

Manufacturing  Extension  Partnership 

QUESTION: 

What  is  the  status  of  the  original  MTCs?  Will  these 
centers  continue  to  receive  funding  under  the  expanded 
program  and  the  pending  authorization  bills?  Will  the 
original  centers  be  eligible  for  the  same  level  of  funding 
as  new  centers? 

ANSWER: 

The  seven  existing  MTCs  are  functioning  well,  and  they  will 
continue  to  receive  funding  under  the  Manufacturing 
Extension  Partnership  (MEP) ,  provided  their  performance 
meets  the  requirements  of  the  program  and  their  statements 
of  work.  Under  present  law,  funding  for  these  centers 
cannot  extend  beyond  six  years;  however,  in  the  pending 
authorization  bills,  this  "sunset"  provision  would  be 
replaced  by  an  extensive  performance  review  every  three 
years,  conducted  by  a  panel  of  experts.   Funding  beyond 
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six  years,  if  permitted,  would  be  allowed  with  the  Federal 
contribution  being  up  to  one-third  of  the  center's  annual 
budget.  The  funding  level  for  new  centers  is  consistent 
with  that  provided  for  existing  MTCs. 

QUESTION: 

Your  budget  justification  (page  42)  states  that  the  FY  1995 
request  provides  funding  for  the  establishment  of  alliances 
with  Small  Business  Development  Centers  (SDBCs) .  How  will 
these  alliances  be  structured,  and  what  is  the  level  of 
funding  associated  with  this  particular  initiative? 

ANSWER: 

Up  to  $250K  will  be  provided  to  each  of  the  seven  existing 
MTCs  for  the  MTC  to  use  in  negotiating  with  the 
corresponding  state  SBDC  to  establish  a 
manufacturing-oriented  SBDC  co-located  with  the  MTC. 
Neither  the  MTC  nor  the  state-level  SBDC  can  retain  any  of 
the  $2 50k  for  its  use;  all  of  the  funds  must  be  used  to 
provide  services  to  manufacturers. 

State  Technology  Extension  Program 

QUESTION: 

What  is  the  total  amount  of  funding  requested  for  the  State 
Technology  Extension  Program  (STEP)  in  FY  1995?  How  does 
this  compare  to  the  FY  1994  and  FY  1993  levels  for  this 
program? 

ANSWER: 

The  respective  funding  levels  are  as  follows: 

FY  1993  —  $1.3  million 
FY  1994  —  $2.5  million 
FY  1995  —   $6  million 

QUESTION: 

Does  the  pending  NIST  reauthorization  bill  include  any 
major  changes  in  the  STEP  program? 

ANSWER: 

No,  it  does  not.  There  is  much  better  integration  now 
among  MTCs,  STEP,  and  TRP  extension  centers  than  was  the 
case  in  the  past,  and  the  pending  NIST  reauthorization  bill 
would  ensure  close  integration  of  these  activities  with 
Manufacturing  Outreach  Centers  (MOCs)  as  well. 
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QUESTION: 

How  will  the  state  programs  interact  with  the  expanded 
manufacturing  extension  centers? 

ANSWER: 

State  and  regional  programs  for  assisting  manufacturers  are 
the  foundation  elements  for  NIST-funded  manufacturing 
extension  centers.  STEP  planning  grants  play  a  major  role 
in  assisting  many  states  as  they  undertake  the  planning  and 
organization  of  partnerships  that  are  necessary  to  build  a 
strong  manufacturing  extension  activity.  For  states  with 
a  sparse  distribution  of  manufacturers,  STEP  implementation 
grants  are  seen  as  a  means  for  providing  support  for 
manufacturing  extension  activities  on  a  continuing  basis. 
For  regions  with  greater  density  of  manufacturers,  STEP 
planning  grants  can  lead  to  funding  of  MTCs  or  MOCs. 

Quality  Program 

QUESTION: 

You  are  asking  for  an  increase  for  the  NIST  quality 
program,  which  includes  the  Malcolm  Baldrige  National 
Quality  award.  Please  tell  us  what  the  status  of  the  award 
process  is  in  FY  1994?  How  has  the  program  changed  since 
its  inception? 

ANSWER: 

The  examiners  have  been  selected  and  are  currently  being 
trained  for  the  FY  1994  award  process.  Applications  are 
due  on  April  4;  the  award  winners  will  be  announced  in  mid- 
October  . 

Compared  to  1988,  the  1994  criteria  reflect  a  much  greater 
emphasis  on  the  role  of  the  employee  as  an  internal 
customer,  on  company  strategic  planning,  and  on 
information/data  analysis  and  integration.  In  essence,  the 
award  criteria  have  become  a  road  map  for  quality 
management  and  competitiveness.  In  addition,  program 
participation  by  service  industry  and  small  businesses  has 
grown  significantly. 

QUESTION: 

Your  requested  increase  seeks  to  expand  the  award 
eligibility  categories  to  include  education  and  health 
care.  What  are  the  current  categories  of  eligibility  and 
how  do  these  new  proposals  differ  from  the  existing 
categories? 
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ANSWER: 


The  current  categories  include  only  for-profit  businesses 
in  small  business,  manufacturing,  and  service  categories. 
The  FY  1995  increase  of  $4  million  would  extend  the 
benefits  of  Baldrige-like  criteria  to  education  and  health 
care  providers,  including  nonprofit  institutions.  Pending 
a  successful  trial  and  support  from  both  sectors,  in  1996 
NIST  would  recommend  establishment  of  these  two  categories 
to  the  Secretary  of  Commerce. 

QUESTION: 

Why  is  NIST  the  appropriate  agency  to  judge  quality  in  the 
fields  of  health  care  and  education?  Why  not  let  the 
Departments  of  Education  and  Health  and  Human  Services  take 
the  lead  on  this  initiative? 

ANSWER: 

The  award  program  focuses  on  quality  management;  NIST  has 
the  needed  expertise  through  its  experience  with  the 
Baldrige  Award  program.  Award  applicant  reviews  are 
conducted  by  private  sector  quality  experts.  NIST  does  not 
do  any  judging;  experts  from  the  health  care  and  education 
communities  will  join  the  examining  board  for  these  new 
categories.  Both  health  care  and  education  are  critical  to 
the  current  and  future  success  of  U.S.  business.  NIST 
leadership  of  the  industrial,  health  care  and  education 
efforts  will  catalyze  the  beneficial  sharing  of  successful 
quality  strategies  between  sectors  to  accelerate  learning. 
Both  the  Departments  of  Education  and  Health  and  Human 
Services  support  the  NIST  approach. 

QUESTION: 

Will  NIST  have  to  bring  on  new  personnel  with  expertise  in 
these  areas  to  manage  this  program?  How  many  additional 
positions  are  required,  and  what  are  the  planned  grade 
levels  for  these  positions? 

ANSWER: 

NIST  has  hired  two  specialists,  one  in  each  category. 
During  FY  1994,  NIST  intends  to  hire  two  more 
professionals  at  the  GS  14  or  15  level.  Four  additional 
professionals,  at  the  GS  13,  14,  15  level,  and  two 
administrative  people  will  be  necessary  to  support  the  new 
categories. 

QUESTION: 

What  is  the  total  estimated  annual  cost  of  the  health  care 
and  education  quality  award  programs  once  they  are  fully 
developed?  When  will  these  award  programs  be  fully 
developed? 
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ANSWER: 

The  annual  cost  for  the  health  care  and  education  award 
programs  is  $4  million.  The  earliest  the  programs  will  be 
fully  developed  is  FY  1996.  The  following  factors  will 
affect  this  timeframe:  readiness  of  the  health  care  and 
education  communities,  appropriated  level  of  funds,  income 
from  the  new  endowment  and  fees,  and  volunteer  efforts. 

National  Information  Infrastructure 

QUESTION: 

You  are  requesting  another  large  increase  ($38.3  million) 
related  to  the  National  Information  Infrastructure  (Nil) . 
Since  the  private  sector  seems  to  be  making  rapid 
advancements  toward  the  development  of  the  communications 
superhighway,  will  the  work  being  conducted  by  NIST  under 
this  initiative  be  completed  too  late  to  have  any  real 
influence  on  the  development  of  these  technologies? 

ANSWER: 

NIST  already  works  closely  with  the  private  sector  and 
needs  to  continue  to  do  so  throughout  the  systems 
development  of  the  Nil.  It  provides  the  critical  support 
of  a  neutral,  unbiased  party  with  access  to  industry 
information  needed  to  resolve  industry-wide  issues.  While 
some  of  the  elements  for  the  National  Information 
Infrastructure  are  in  place,  there  are  still  many  standards 
issues  that  must  be  addressed  to  achieve  interoperability, 
scalability,  and  ubiquitous  access  to  networks.  Much  work 
remains  to  be  done  in  cooperation  with  the  electronics  and 
computing  industries  and  in  the  development  of  applications 
such  as  manufacturing  that  will  use  networks.  Industry  is 
deploying  technology  to  support  the  communications 
components  using  standards  and  technologies  that  are 
current  "state  of  practice."  However,  a  whole  new  set  of 
standards  and  services  is  needed  to  use  the  communications 
fabric  which  is  being  upgraded  and  will  continue  to  be. 

QUESTION: 

What  is  the  status  of  the  standards  work  being  conducted 
under  this  initiative? 

ANSWER: 

The  status  of  manufacturing  standards,  digital  product 
specifications  or  "application  protocols"  range  from  a 
total  void  in  some  sectors  to  others  which  are  in  the 
earliest  stages  of  formulation.  Recently,  NIST  held 
workshops  with  industry,  and  will  continue  to  do  so,  to 
establish  consensus  regarding  where  work  is  needed.  NIST 
recently  joined  the  ATM  Forum  and  will  continue  to  work 
with  industry  to  develop  implementation  agreements  for 
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networking  and  telecommunications  standards  through  the 
North  American  ISDN  User's  Forum  and  the  Open  System 
Environment  Workshop,  which  NIST  sponsors.  Because 
networking  and  communications  standards  contain  many 
options  and  undefined  conditions,  implementation  agreements 
are  needed  to  enable  industry  to  develop  products  that  will 
interoperate.  Much  work  needs  to  be  done  to  develop 
critical  standards  for  security  and  for  network  control  and 
management.  Measurement  standards  for  the  semiconductor 
and  electronics  industries  are  at  the  research  and 
development  phase. 

Biotechnology 

QUESTION: 

You  are  requesting  an  increase  of  $4.25  million  in  the  area 
of  biotechnology.  How  much  is  in  your  base  for  this 
initiative? 

ANSWER: 

The  current  base  budget  for  biotechnology  is  $5.4M,  which 
provides  the  research  infrastructure  and  advanced 
measurement  capabilities  that  are  the  core  of  the  program. 
The  requested  increase  will  allow  NIST  to  build  on  these 
core  capabilities  and  focus  on  the  standards,  quality 
assurance,  new  technologies  for  biomanufacturing,  and 
advanced  methods  for  new  product  design  needed  by  industry 
for  accelerated  commercialization  of  bioproducts  and  for 
improved  product  quality  and  yield. 

QUESTION: 

How  does  the  NIST  biotechnology  program  relate  to  other 
biotechnology  programs  being  carried  out  by  other  Federal 
agencies?  What  is  the  interaction  with  the  National 
Oceanic  and  Atmospheric  Administration  (NOAA)  on  this 
initiative? 

ANSWER: 

The  NIST  program  focuses  uniquely  on  1)  measurements, 
quality  assurance,  and  standards  needs  in  the  biotechnology 
sector,  2)  generic  technologies,  such  as  separation  and 
purification,  needed  in  biomanufacturing,  and  3)  advanced 
applications  of  biotechnology  in  the  development  of  novel 
materials,  biosensors,  and  products  such  as  biomolecules 
that  are  engineered  for  specific  applications.  These 
activities,  particularly  advanced  measurement  methods, 
complement  and  may  have  impact  on  other  Federal  programs 
that  focus  on  biomedical  (NIH,  FDA) ,  agricultural  (USDA) , 
environmental  (EPA) ,  and  marine  and  aquaculture  (NOAA) 
applications  of  biotechnology.  Strong  interactions  are 
maintained  with  NSF,  which  supports  a  wide  range  of 
biotechnology  research  in  science  and  engineering.  Because 
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of  the  close  relationship  between  marine  biotechnology  and 
biomanufacturing/biosensors,  close  interactions  are  also 
maintained  with  NOAA  through  their  Sea  Grant  program,  and 
negotiations  are  underway  on  a  memorandum  of  understanding 
that  will  formalize  research  collaborations. 

Postdoctoral  Fellowship  Program 

QUESTION: 

You  have  asked  for  an  increase  of  $1  million  to  add  12 
postdoctoral  fellowships  at  NIST.  What  is  the  amount  of 
funding  in  your  base  for  this  program,  and  how  many  fellows 
are  currently  on  board? 

ANSWER: 

The  base  for  the  Postdoctoral  Fellowship  program  for 
FY  1995  is  $6.5  million.  Program  costs  include  salaries, 
benefits,  supplies,  travel,  transportation,  and  overhead 
expenses. 

Currently,  there  are  55  Postdoctoral  fellows  on  board. 
Appointments  are  made  for  a  two-year  duration  which  begins 
at  or  near  the  start  of  the  fiscal  year.  Twenty-five 
postdocs  are  in  the  second  year  of  their  appointment  and 
thirty  are  in  their  first  year. 

QUESTION: 

At  a  time  when  the  rest  of  the  government  is  trimming 
personnel,  what  is  the  justification  for  bringing  on  new 
post  graduate  students  at  NIST? 

ANSWER: 

The  increase  in  the  Postdoctoral  Fellowship  program 
parallels  the  increases  in  the  NIST  laboratory  programs  to 
enhance  technology  development  and  commercialization.  This 
program  provides  a  select  group  of  young  scientists  and 
engineers  an  opportunity  to  pursue  state-of-the-art 
research  related  to  the  NIST  mission  and  provides  NIST  an 
effective  method  for  identifying  and  retaining  high  quality 
scientists  and  engineers.  The  Postdoctoral  hiring  fits 
within  the  planned  laboratory  program  staffing  increase  of 
5  percent  by  FY  1995. 

International  Trade  and  Standards 

QUESTION: 

You  are  requesting  an  increase  for  international  trade, 
standardization,  and  measurement  services  ($4.7  million). 
I  understand  that  you  plan  to  make  some  changes  in  the 
international  standards  program  —  could  you  summarize 
those  changes? 
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ANSWER: 


The  current  international  standards  program  supports  two 
standards  experts  to  represent  U.S.  interests  overseas. 
This  program  will  be  enhanced  by  the  following  activities: 

•  Design  and  establish  a  comprehensive,  computerized 
database  and  standards  information  network  to  improve 
the  timeliness  and  completeness  of  tailored  data  for 
specific  products  and  markets  of  interest  to  U.S. 
manufacturers  and  exporters. 

•  Expand  the  standards  assistance  program  by  assignment 
of  full-  and  part-time  experts  in  key  market  areas  in 
Europe,  Asia,  and  the  Americas.  These  experts  will  be 
professional  NIST  staff  in  major  market  areas  and 
local  experts  in  smaller,  emerging  market  areas. 

•  Establish  training  and  education  programs  in  the 
United  States  to  promote  U.S.  standards  and  conformity 
assessment  procedures  with  selected  groups  of 
representatives  from  such  countries  as  Mexico,  Russia, 
and  China,  with  cooperation  and  assistance  of  the  U.S. 
private  sector. 

•  Conduct  regional  training  abroad,  with  participation 
from  the  U.S.  private  sector,  to  promote  the 
acceptance  of  U.S.  standards  and  conformity  assessment 
procedures,  featuring  attendance  of  representatives 
from  many  countries  in  selected  areas. 

•  Implement  provisions  of  the  North  American  Free  Trade 
Agreement  (NAFTA) . 

•  Establish  a  program  for  Russian  acceptance  of  NIST 
laboratory  accreditations  for  products  traded  under 
the  Russian  Consumer  Protection  Law. 

QUESTION: 

How  do  those  changes  affect  the  current  NIST  standards 
programs  in  Saudi  Arabia  and  Brussels  (European  Community)? 

ANSWER: 

The  proposed  programs  extend  those  in  current  operation, 
with  continued  support  by  NIST  for  the  standards  expert  in 
Saudi  Arabia.  The  private  sector  will  continue  to 
contribute  to  this  program  by  providing  expertise  targeted 
to  specific  needs,  either  by  correspondence  or  by 
occasional  short-term  visits.  U.S.  needs  in  the  EC 
pertaining  to  technical  directives  and  related  policies 
will  be  served  by  other  mission  and  embassy  staff  in 
Brussels  whose  proposed  training  will  leverage  the  efforts 
of  the  current  standards  expert. 
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QUESTION: 

You  plan  to  train  Foreign  Commercial  Service  (FCS)  and 
State  Department  personnel  on  standards  and  trade  issues. 
Please  tell  the  Committee  more  about  this  proposal.  What 
are  the  goals  of  this  training,  and  how  will  NIST  ensure 
that  the  objectives  of  the  program  are  being  met? 

ANSWER: 

The  objective  of  this  training  is  to  supplement  the 
stationing  of  standards  experts  at  selected  U.S.  Embassies 
and  Missions  by  educating  FCS  and  State  Department 
personnel  in  general  standards  and  conformity  assessment 
matters  whenever  possible  prior  to  their  departure  to 
foreign  posts;  by  attending  regional  conferences  of  Senior 
Commercial  Officers  to  discuss  standards-related  matters; 
and  by  visiting  officials  at  U.S.  posts  abroad  whenever 
NIST  standards  experts  travel  to  foreign  countries.  In 
addition,  all  new  standards-related  publications  will  be 
sent  to  posts  when  issued.  We  recognize,  however,  that 
Commercial  and  Economic  Officers  are  generally  occupied 
with  their  normally  assigned  duties;  hence,  they  can  be 
expected  to  offer  limited  assistance  in  the  standards  area. 
As  a  result,  a  major  impact  of  this  training  will  be  to 
inform  these  officials  whom  to  contact  for  additional 
information  and  assistance. 

National  Conference  on  Weights  and  Measures 

QUESTION: 

Your  budget  justifications  (page  171)  refer  to  the  work  of 
NIST  with  the  National  Conference  on  Weights  and  Measures 
(NCWM) .  Please  tell  the  Committee  what  the  mandate  of  the 
Conference  is.  What  is  NIST's  role  in  supporting  this 
group? 

ANSWER: 

The  United  States  is  unique  among  the  nations  of  the  world 
with  respect  to  its  system  of  legal  metrology  for  trade. 
The  accuracy,  precision,  and  deterrence  of  fraud  in 
measurements  made  for  commercial  exchange  is,  by  and  large, 
regulated  by  State  and  local  authorities.  Weights  and 
measures  officials  have  the  responsibility  of  ensuring 
commercial  equity  between  buyers  and  sellers.  They  enforce 
laws  and  regulations  governing  packaged  goods  and  measure- 
ment devices  such  as  scales,  gasoline  pumps,  taxi  meters, 
and  fuel  oil  meters,  in  both  retail  and  wholesale  trade. 
NIST  sponsors  and  provides  the  Secretariat  for  the  National 
Conference  on  Weights  and  Measures  (NCWM) ,  a  voluntary 
standards-development  organization.  Neither  NIST  nor  NCWM 
has  regulatory  authority  in  this  area.  However,  NCWM 
standards  are  recommended  for  adoption  by  Federal,  State 
and  local  jurisdictions  as  codes  and  regulations.   All  50 
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states  have  adopted  NIST  Handbook  44  as  recommended  by  the 
NCWM  as  standards  governing  weighing  and  measuring  devices. 
NIST  staff  act  as  technical  advisors  to  the  NCWM  standards- 
developing  committees.  NIST  accredits  and  oversees  the 
measurements  made  by  the  State  weights  and  measures 
laboratories.  NIST  provides  technical  advice  and 
assistance  in  laboratory  metrology  and  technology  transfer 
methods  to  agencies  responsible  for  maintaining  equity  in 
marketplace  transactions  based  on  measurements. 

The  objectives  of  the  National  Conference  on  Weights  and 
Measures  are: 

•  To  provide  a  national  forum  for  the  discussion  of  all 
questions  related  to  weights  and  measures 
administration  as  carried  on  by  officials  of  the 
Federal  Government  and  regulatory  officials  of  the 
States,  Commonwealths,  Territories,  and  Possessions  of 
the  United  States,  their  political  subdivisions,  and 
the  District  of  Columbia. 

•  To  provide  a  mechanism  to  establish  policy  and 
coordinate  activities  within  the  Conference  on  matters 
of  national  and  international  significance  pertaining 
to  legal  metrology. 

•  To  develop  a  consensus  on  uniform  laws  and  regula- 
tions, specifications,  and  tolerances  for  weighing  and 
measuring  devices,  and  on  testing,  enforcement,  and 
administrative  procedures. 

•  To  encourage  and  promote  uniformity  of  requirements 
and  methods  among  jurisdictions. 

•  To  foster  cooperation  among  regulatory  officers  them- 
selves and  between  them  and  all  of  the  many  manufac- 
turing, industrial,  business,  and  consumer  interests 
affected  by  their  official  activities. 

QUESTION: 

What  is  the  level  of  resources  in  your  current  budget 
relating  to  the  work  with  the  NCWM  and  the  various  state 
Weights  and  Measures  offices?  How  does  the  FY  1995  request 
compare  to  FY  1994  and  FY  1993?  Does  the  NCWM  consider 
this  to  be  an  adequate  level  of  support? 

ANSWER: 

At  the  beginning  of  the  calendar  year  1994,  the  NCWM  did 
not  think  the  current  level  of  support  for  the  Conference 
was  adequate.  The  NCWM  believes  NIST's  role  j  be  critical 
in  international  and  national  coordination  and  not 
achievable  by  the  NCWM  alone.  In  FY  1994,  four 
professional  staff  FTEs  will  be  added  to  the  6.5 
professional  staff  FTEs  in  FY  1993  to  enable  testing  of 
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U.S.  device  prototypes  against  the  International 
Organization  for  Legal  Metrology  (OIML)  standards  to  permit 
the  introduction  of  these  devices  into  international 
commerce.  In  FY  1995,  1.5  professional  staff  FTEs  will  be 
added  to  address  training  and  communications  needs.  Base 
funding  in  FY  1993  was  $1.0  million,  increasing  to  $1.5 
million  in  FY  1994.  The  FY  1995  request  will  bring  funding 
to  $1.8  million.  It  is  expected  that  this  increase  will  be 
a  significant  improvement  in  the  level  of  support  for  the 
Conference  by  NIST. 

Request  to  0MB 

QUESTION: 

What  was  your  original  request  to  0MB  for  all  of  your 
accounts  and  activities,  what  specific  items  were 
eliminated  from  your  request,  and  what  will  be  the  impact 
of  these  reductions  on  NIST's  ongoing  operations?  Please 
provide  details  for  the  record. 

ANSWER: 

The  attached  table  illustrates  NIST's  request  to  0MB  and 
the  changes  made  before  submission  to  the  Congress.  The 
results  of  the  reductions  in  STRS  will  be  to  temper  the 
rate  of  increase  to  NIST  measurement  research  programs  that 
support  industry  as  NIST  progresses  in  its  approved  plan  to 
double  the  in-house  Budget.  In  ITS,  the  reductions  in  ATP 
and  MEP  will  slow  the  rate  at  which  NIST-supported 
extension  centers  progress  to  the  100-center  level  by  1997 
and  the  rate  of  increase  in  resources  available  for  the  ATP 
awards  program  to  reach  $750  million  in  1997.  The  reduction 
in  the  CRF  request  will  extend  the  length  of  the 
construction  period. 

Facilities  Proposal 

QUESTION: 

You  are  requesting  $100,000,000  for  the  Construction  of 
Facilities  account  for  FY  1994.  What  is  the  current  status 
of  the  facilities  work? 

ANSWER: 

Contracts  have  been  awarded  to  Henningson,  Durham,  and 

Richardson,   Inc.   (HDR)   for  design  architectural  and 

engineering  services  and  to  CRSS  Construction,  Inc. ,  for 
construction  management  services. 

The  agreements  with  HDR  and  CRSS  are  umbrella  contracts 
covering  services  for  the  full  ten  years  of  the  CIFP. 
Within  this  framework,  a  number  of  delivery  orders  have 
been  or  will  be  awarded  shortly.  These  include  A&E  and 
construction  management  services  for  the  design  of  the 
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National  Institute  of  Standards  and  Technology 

FY  1995  Budget  Requests  to  OMB  and  Congress 

(Dollar  amounts  in  thousands) 


Appropriation/Budget  Subactivity/Propram 
Scientific  and  Technical  Research  and  Services: 

Electronics  and  Electrical  Engineering 

Manufacturing  Engineering 
Advanced  Manufacturing 

Chemical  Science  and  Technology 
Biotechnology 
Environmental  Technologies 

Physics 

Materials  Science  and  Engineering 

Advanced  Materials  and  Processing 

Building  and  Fire  Research 

Computer  Systems 

Information  Infrastructure 

Applied  Mathematics  and  Scientific  Computing 

Technology  Assistance 

International  Trade,  Standardization,  &  Measurement  Services 

Research  Support  Activities 

Math  and  Science  Postdoctoral  Fellowhips 

Total,  STRS  Request 

Industrial  Tcchnolopy  Services: 

Advanced  Technology  Program 

Technology  Transfer  and  Outreach 

Manufacturing  Extension  Partnership 
Quality  Program 

Total,  ITS  Request 


Total 

OMB 

Request 


$31,091 


325,424 


467,944 

90,330 
6,895 

565,169 


President's 
Request 
to  Congress 


$30,003 


35,529 
[20,900] 

32,275 
[18,000] 

33,389 
[5,000] 
[5,000] 

32,809 
[4,250] 
[4,950] 

27,242 

27,522 

64,534 
[16,800] 

61,719 
[16,800] 

13,010 

13,245 

71,520 
[33,800] 

68,463 
[38,304] 

7,090 

7,271 

14,679 
[4,000] 

14,667 
[4.700] 

27,340 
[1,000] 

28,066 
[1,000] 

316.040 


451,000 

61,065 
6,895 

518,960 


Construction  of  Research  Facilities: 

Construction  and  Major  Renovations 
Facilities  Technical  Obsolescence 

Total,  NIST  Request 


110,392 
[43,314] 

1,000,985 


100,000 
[32,922] 

935,000 


NOTE:  STRS  and  CRF  amounts  in  brackets  represent  program  initiatives  requested  in  the  FY  1995 
budget  process. 
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Gaithersburg  and  Boulder  Advanced  Technology  Laboratories 
(ATLs) ,  the  Boulder  Central  Plant,  and  the  vibration 
isolation  and  temperature  control  research  projects,  and 
initiation  of  the  Renovation  Master  Plan. 

QUESTION : 

How  much  has  been  obligated  to  date  for  A&E  work  on  the 
Gaithersburg  and  Boulder  facilities? 

ANSWER: 

In  FY  1993,  $2  million  was  obligated  for  A&E  work.  Another 
$2.8  million  has  been  obligated  in  FY  1994,  and  an 
additional  $21.6  million  for  A&E  work  is  expected  to 
obligate  in  late  April  or  early  May.  An  additional  $28.6 
million  is  expected  to  be  obligated  in  FY  1994  for 
construction  of  the  Boulder  Central  Plant,  expansion  of  the 
Gaithersburg  Plant,  construction  management  services,  and 
temperature  and  vibration  testing. 

QUESTION: 

Have  any  studies  been  completed? 

ANSWER: 

The  following  studies  have  been  completed  for  both 
Gaithersburg  and  Boulder. 

Preliminary  Geotechnical  Studies 

Initial  Vibration  Studies 

Aerial  Surveys 

Programming  for  ATLs 

Cost  Models  for  ATLs 

Design  Criteria  for  ATLs 

ATL  Design  and  Site  Options 

State-of-the-Art  Facilities  Evaluation  in  U.S.  and 

Europe 

QUESTION: 

What  remains  to  be  done  in  A&E  studies  for  the  facilities 
modernization  program? 

ANSWER: 

The  following  studies  and  designs  are  underway  and  will  be 
completed  for  both  Gaithersburg  and  Boulder. 

Detailed  Design  for  ATLs 

Detailed  Site  Surveys 

Environmental  Studies 

Vibration  Testing  and  Analysis  for  Existing  Facilities 

Detailed  Geotechnical  Studies  for  Existing  Facilities 

Renovation  Master  Plans 
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•  Detailed  Renovation  Progranuning 

•  Detailed  Renovation  Planning  and  Design 

•  Detailed  Design  for  the  Vibration  Isolation  and 
Temperature  Control  Research  Projects 

The  following  studies  and  designs  are  underway  and  will  be 
completed  in   Boulder. 

•  Detailed  Geotechnical  Studies  for  Boulder  Central 
Utility  Plant  and  Utility  Distribution  Systems 

•  Detailed  Design  for  Central  Utility  Plant  and  Utility 
Distribution  System 

QUESTION: 

Will  additional  funds  for  A&E  be  required  after  FY  1994? 

ANSWER: 

Additional  funds  are  included  in  our  FY  1995  request  and 
more  will  be  requested  in  FY  1997  for  the  design  work 
associated  with  the  renovation  projects. 

QUESTION: 

Have  there  been  any  changes  in  the  proposed  costs  of  the 
facilities  modernization  proposal? 

ANSWER: 

There  has  been  some  estimated  cost  shifting  within  our 
total  plan,  but  the  total  project  is  still  estimated  to  be 
$540  million. 

QUESTION: 

Please  provide  for  the  record  an  updated  timeline  for 
completion  of  the  facilities  modernization  proposal  for 
each  NIST  site. 

ANSWER: 

The  timeline  for  completion  of  the  facilities  modernization 
proposal  is  as  follows: 


Gaithersburg : 


Construction  of  the  Advanced  Technology  Laboratory 
(ATL)  is  scheduled  to  begin  around  mid-year  in  FY  1995 
and  be  ready  for  occupancy  in  FY  1997.  During  the 
same  period  selected  renovations  of  Buildings  222  and 
225  will  also  be  accomplished.  Major  renovation  to 
Building  220  is  scheduled  to  begin  the  end  of  FY  1997 
and  be  ready  for  occupancy  in  FY  1999.    Major 


696 


renovation  to  Building  221  will  begin  in  late  FY  1999 
and  be  ready  for  occupancy  mid-year  FY  2001. 

(See  attached  graph.) 

Boulder: 

Construction  of  the  new  Central  Utility  Plant  (CUP) 
will  begin  in  early  FY  1995  and  be  completed  in 
FY  1996.  The  new  ATL  construction  is  scheduled  to 
begin  towards  the  end  of  FY  1995  with  occupancy 
expected  in  FY  1997.  During  the  same  period,  selected 
renovation  of  Building  2  will  be  accomplished.  With 
the  completion  of  the  ATL,  selected  renovations  by 
wing  of  Building  1  will  begin. 

(See  attached  graph.) 

QUESTION: 

Have  there  been  any  other  changes  in  your  plans  for 
modernization  that  may  impact  the  costs  and  timeframe  for 
completion  of  this  proposal? 

ANSWER: 

No,  we  are  still  progressing  as  planned. 

Personnel  Increases 

QUESTION: 

What  is  the  total  number  of  new  positions  being  requested 
in  the  FY  1995  NIST  budget  under  all  appropriation 
accounts? 

ANSWER: 

The  total  number  of  new  positions  under  the  appropriated 
accounts  in  the  NIST  Budget  is  207.  A  reduction  of  35  is 
reflected  against  these  accounts  as  NIST's  share  of  the  FTE 
savings  proposed  by  the  administration.  A  reduction  of  15 
positions  was  also  assigned  to  NIST  reimbursable  activities 
under  this  proposal.  One  position  was  transferred  to  the 
Department  of  Commerce.  The  net  increase  in  NIST  positions 
for  all  activities  is,  therefore,  156. 

QUESTION: 

What  is  the  average  grade  of  those  new  positions?  How  does 
that  average  grade  compare  to  the  average  grade  of  your 
existing  positions? 
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ANSWER: 

The  average  grade  of  the  new  positions  is  14.14  as  compared 
to  an  average  of  11.37  for  existing  positions.  The  average 
grade  for  existing  positions  includes  a  higher  portion  of 
administrative  support  and  is,  therefore,  lower  than  the 
NIST  average  grade  for  new  scientific  positions. 

QUESTION: 

What  is  your  current  authorized  level  of  permanent 
positions,  and  how  does  that  compare  to  your  on-board 
strength? 

ANSWER: 

The  current  level  of  authorized  positions  for  FY  1994  for 
the  appropriated  accounts  is  2,078.  This  figure  includes 
279  positions  to  staff  the  FY  1994  expansion  programs. 
Approval  to  proceed  with  FY  1994  expansion  efforts  was 
granted  in  January  of  1994,  and  the  Operating  Managers  are 
proceeding  to  fill  these  positions.  Current  on-board 
strength  is  1,750.  The  difference  is  due  to  normal  lapse 
in  the  replacement  of  employee  turnover  and  the  late  start 
in  getting  approval  for  and  staffing  the  FY  1994  budget 
initiatives. 

QUESTION: 

Your  budget  justifications  would  indicate  that  more  than 
250  positions  in  NIST  are  now  vacant.  What  is  the  reason 
for  this  high  rate  of  vacancies,  and  what  steps  are  you 
taking  to  bring  people  on  as  quickly  as  possible? 

ANSWER: 

NIST  did  not  really  begin  to  staff  up  to  FY  1994  programs 
until  January  1994.  This  process  includes  the  conversion 
of  personnel  from  reimbursable  programs  underway,  as  those 
projects  phase  out,  to  the  programs  approved  in  the  FY  1994 
initiatives  and  the  recruitment  of  new  employees  to  staff 
the  expansion  efforts.  NIST  is  aggressively  staffing  the 
new  initiatives.  The  FY  1994  Budget  Request  reflected  a  25 
percent  lapse  assuming  staffing  would  really  begin  in  the 
second  quarter  of  the  fiscal  year.  The  normal  lapse  in  the 
turnover  of  on-board  staff  is  5  percent  and  accounts  for 
over  100  of  the  vacancies.  These  lapsed  positions  are 
unfunded.  The  difference  between  authorized  positions  and 
current  on-board  strength  is  within  the  expected  range. 
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"Clean  Car"  Initiative 

QUESTION: 

Your  budget  justification  refers  to  the  Partnership  for  a 
New  Generation  of  Vehicles  (PNGV) ,  otherwise  known  as  the 
"Clean  Car"  initiative.  What  are  the  goals  of  this 
initiative,  and  who  are  the  other  "partners"? 

ANSWER : 

The  project  aims  at  three  closely  related  objectives,  two 
of  them  near-term  and  one  longer-range.  The  PNGV  goal  in 
the  area  of  Manufacturing  is  to  pursue  advances  in 
manufacturing  techniques  that  can  reduce  the  production 
costs  and  product  development  times  for  all  car  and  truck 
production.  The  goal  in  Near-Term  Advances  is  to  pursue 
advances  in  vehicles  that  can  lead  to  increases  in  the 
efficiency  of  standard  vehicle  designs,  reduce  emissions 
and  improve  safety.  The  Long-Term:  Next  Generation  Vehicle 
goal  is  to  develop  a  revolutionary  new  class  of  efficient, 
environmentally  friendly  vehicles  to  meet  consumers'  needs 
for  safety,  quality,  performance,  utility  and  af fordability 
and  achieve  up  to  three  times  the  fuel  efficiency  of 
today's  comparable  vehicle.  The  objective  is  to  achieve  a 
first  prototype  of  this  Next  Generation  Vehicle  within  a 
decade. 

The  Government  partners  include  the  Departments  of 
Commerce,  Defense,  Energy,  Transportation,  the 
Environmental  Protection  Agency,  NASA,  the  National  Science 
Foundation  with  policy  support  from  the  Office  of  the  Vice 
President,  the  Office  of  Science  and  Technology  Policy,  the 
Office  of  Management  and  Budget,  the  National  Economic 
Council,  and  the  Office  of  Environmental  Policy.  The 
industry  partner  is  USCAR,  a  consortium  of  Ford,  General 
Motors  and  Chrysler.  This  is  not,  however,  designed  to  be 
an  exclusive  partnership.  Participation  by  all  the  best 
available  U.S.  talent,  regardless  of  affiliation,  will  be 
important  to  the  achievement  of  the  project's  goals.  The 
partnership  intends  to  create  opportunities  for  suppliers 
and  organizations  outside  the  usual  automotive  supply  chain 
to  participate. 

QUESTION: 

Why  was  the  Commerce  Department  selected  for  the  lead  on 
this  Administration  initiative,  instead  of  the  Department 
of  Transportation?  Are  other  Federal  agencies  involved  in 
this  initiative?  If  so,  what  level  of  resources  are  those 
agencies  contributing? 
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ANSWER: 

Commerce  has  been  given  the  lead  for  Civilian  Technology. 
It  has  a  history  of  working  with  industry  and  was 
positioned  to  coordinate  the  government  and  industry  work 
to  maximize  the  cooperation  and  minimize  the  time  required 
to  get  the  partnership  underway.  The  Under  Secretary  for 
Technology  also  chairs  the  Civilian  Industrial  Technology 
Committee  of  the  President's  National  Science  and 
Technology  Council  (NSTC) ;  thus,  has  a  broad  oversight  of 
Federal  government  activities  affecting  this  effort.  Most 
of  the  Federal  support  for  the  R&D  activities  will  come 
from  DOE,  DOD,  DOC  and  NASA.  Other  Federal  agencies 
involved  in  this  effort  are  listed  in  the  previous 
question. 

At  this  time,  the  level  of  resources  to  be  applied  to  the 
PNGV  cannot  be  specified.  We  are  currently  completing  the 
detailed  program  plans  in  the  three  goals;  when  that  is 
completed,  the  existing  U.S.  government  inventory  will  be 
reviewed  to  determine  what  existing  activities  fit  the 
program.  There  are  about  $250  million  of  current 
government  activities  that  are  in  some  way,  either  directly 
or  indirectly,  related  to  the  goals  of  the  initiative.  The 
overall  level  of  activity  in  1994  and  the  projected  level 
for  1995  will  be  finalized  within  the  next  two  to  three 
months. 

QUESTION: 

What  is  the  level  of  resources  you  are  devoting  to  this 
initiative  in  FY  1994?  What  is  planned  for  FY  1995?  What 
is  the  total  funding  (government  and  private  sector)  being 
devoted  to  this  initiative?  Please  provide  a  chart  for  the 
record  indicating  the  funding  requirements  by  fiscal  year 
for  the  planned  duration  of  this  project. 

ANSWER: 

At  this  time,  the  level  of  resources  to  be  applied  to  the 
PNGV  cannot  be  specified.  We  are  currently  completing  the 
detailed  program  plans  in  support  of  three  goals;  when  that 
is  completed,  the  existing  U.S.  government  inventory  will 
be  reviewed  to  determine  what  existing  activities  fit  the 
program.  There  are  about  $250  million  of  current 
government  activities  that  in  some  way,  either  directly  or 
indirectly,  are  related  to  the  goals.  At  this  time,  no 
chart  is  available  for  the  record.  However,  we  will  be 
able  to  provide  program  details  as  soon  as  the  inventory  is 
completed  and  the  program  elements  have  been  clearly 
defined  (within  the  next  two  to  three  months) . 

QUESTION: 

What  was  the  process  for  selecting  the  automobile  industry 
for  this  initiative?   Has  the  Administration  developed 
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criteria  for  determining  the  feasibility  of  specific 
projects  for  competitiveness  initiatives? 

ANSWER: 

The  President  in  his  initial  review  of  technology  areas  of 
opportunity  made  the  decision  based  on  the  major  impact  of 
the  automobile  industry  on  the  economy,  since  approximately 
1  out  of  10  jobs  are  based  on  this  industry,  and  the  social 
importance  of  this  area  for  a  cleaner  environment  and 
increased  fuel  efficiency.  Automotive  technology  is  also 
an  area  of  heavy  emphasis  around  the  world  and  U.S. 
leadership  must  be  maintained  in  the  emerging  technology 
areas  to  be  competitive  in  both  home  and  world  markets. 

The  criteria  for  choosing  competitiveness  technology 
targets  are  being  developed  by  the  Civilian  Industrial 
Technology  Committee  of  the  NSTC  in  consultation  with 
industry.  The  criteria  include:  windows  of  opportunity, 
emerging  technologies  that  may  replace  existing 
technologies,  and  industrial  support  and  willingness  to 
cost  share  activities. 

QUESTION: 

Does  this  initiative  allow  for  the  participation  of  foreign 
companies?  Is  it  not  true  that  the  Japanese  have  already 
developed  technology  advancing  the  fuel  efficiency  of  cars? 
If  so,  why  should  the  U.S.  devote  such  substantial 
resources  just  to  reinvent  the  wheel? 

ANSWER: 

The  PNGV  is  a  partnership  between  the  Federal  government 
and  U.S.  Car,  a  private  sector  organization  that  represents 
the  U.S.  auto  industry.  The  Partnership  is  in  the 
preliminary  stages  of  defining  the  research  program  and 
means  of  carrying  out  the  program.  According  to  the 
Declaration  signed  last  year,  the  government  and  industry 
will  broadly  solicit  technology  sources  that  have  a 
potential  to  advance  the  goals  of  the  initiative  in  order 
to  ensure  that  the  auto  industry  leads  the  world  in 
technology,  preserves  and  creates  high-quality  jobs  and 
promotes  economic  growth. 

Our  best  information  on  Japanese  technology  is  that  they 
are  at  about  the  same  stage  as  U.S.  manufacturers,  although 
they  seem  to  be  behind  in  some  of  the  emerging  technologies 
in  batteries  and  propulsion  systems  such  as  fuel  cells. 
However,  they  are  increasing  their  programs  and  beginning 
to  build  prototype  electric  and  hybrid  vehicles.  However, 
none  of  these  prototypes  meet  the  goals  of  PNGV. 
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Manufacturing  Competitiveness  Programs 

QUESTION: 

You  are  reqpiesting  increased  resources  for  the 
manufacturing  competitiveness  program.  Part  of  this 
increase  is  related  to  quantitative  assessments  of 
manufacturing  performance  relative  to  international 
competition.  Your  budget  justification  (page  24)  indicate 
that  industry  will  set  the  agency  for  the  benchmarking 
evaluations.  What  will  be  the  process  for  involving 
industry  in  these  evaluations? 

ANSWER: 

Industry  will  actively  participate  in  the  evaluation,  with 
coordination  of  the  industry  input  likely  through 
industrial  and  professional  associations.  Specific 
workshops  will  also  be  organized  in  the  field  and  provide 
opportunity  for  direct  input  from  individual  companies. 
Special  emphasis  will  be  placed  on  interactions  with 
manufacturing  vice  presidents  and  plant  managers  rather 
than  R&D  vice  presidents. 

QUESTION: 

How  many  evaluations  will  be  done  in  FY  1995,  and  for  what 
industries?  Is  there  a  comprehensive  plan  for  addressing 
all  industries  in  this  program? 

ANSWER: 

The  manufacturing  assessment,  which  is  part  of  the 
manufacturing  competitiveness  initiative  initially  aims  to 
develop  information  concerning  the  identity  and 
characteristics  of  America's  manufacturing  sector  and  the 
relation  of  this  sector  to  economic  issues,  e.g.,  gross  job 
creation/destruction,  net  employment  change  and  sustained 
regional  economic  growth.  There  will  be  one  overall 
manufacturing  assessment  of  the  health  of  the  U.S. 
manufacturing  sector  with  separate  benchmarking 
evaluations.  The  assessment  will  also  include  a  better 
characterization  of  some  360,000  small  and  medium-sized 
manufacturers  in  the  U.S.  For  example,  how  many  are 
dependent  on  metal  forming  and  cutting  technologies,  how 
many  on  polymer  processing  technology,  how  many  on  batch 
processing  of  materials  and  chemicals,  etc.  This 
information  is  vital  to  our  planning  for  the  next  increase 
in  Manufacturing  Technology  Centers  and  Manufacturing 
Extension  Services.  The  assessment  of  the  "state-of-the- 
art"  in  manufacturing  technology  in  the  major  industry 
sectors  should  also  provide  guidance  for  identification  of 
strategic  technology  areas  for  focused  Federal  R&D 
investments. 
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Much  of  the  underlying  data  for  manufacturing  assessment  is 
available  from  agencies  within  the  Department  of  Commerce, 
particularly  the  Economics  and  Statistics  Administration. 
However,  the  data  needs  to  be  organized  and  analyzed  to 
provide  value-added  information.  Although  we  hope  to  get 
a  good  characterization  of  U.S.  manufacturing  in  the  first 
year,  the  detailed  benchmarking  will  need  to  be  done  by 
industry  segment.  Clearly,  not  all  industry  segments  can 
be  done  in  year  one.  Priorities  will  be  established 
through  an  economic-based  procedure  being  developed  to 
identify  the  most  appropriate  industries  for  further 
evaluation.  In  addition,  we  will  look  to  industries  to 
"bring  themselves  together"  via  some  organization,  and  be 
prepared  to  actively  support  and  participate  in  the 
evaluation  process.  Those  industries  to  be  evaluated  first 
will  be  selected  that  have  made  this  initial  step. 

QUESTION: 

The  next  step,  according  to  your  justifications,  will  be 
the  development  of  strategic  roadmaps  to  set  goals  for 
manufacturing.  Will  this  be  done  for  each  industry  you 
evaluate?  Again,  what  is  the  timeline  for  the  development 
of  these  roadmaps? 

ANSWER: 

Each  industry  will  not  necessarily  be  evaluated.  However, 
"roadmaps  for  technology  development"  will  be  done  in 
association  with  industry  in  those  areas  where  the  U.S. 
government/ industry  group  feel  it  will  be  most  valuable. 
Timelines  for  the  roadmapping  process  will  be  developed 
further  into  the  benchmarking  process,  after  the 
identification  of  specific  industries. 

QUESTION: 

Will  industry  contribute  to  the  costs  of  conducting  and 
carrying  out  these  initiatives?  Will  other  Federal 
agencies  be  involved? 

ANSWER: 

Yes,  industry  will  also  support  these  initiatives.  This 
will  be  a  multi-agency  process  to  the  maximum  extent 
possible,  with  some  other  coordination  through  the  NSTC- 
CIT. 

Technology  Competitiveness 

QUESTION: 

You  have  another  initiative  titled  "Technology 
Competitiveness"  which  also  refers  to  the  enhancement  of 
competitiveness  through  benchmarks  and  roadmaps  for 
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specific  industry  sectors.  How  does  the  Technology 
Competitiveness  initiative  differ  from  the  Manufacturing 
Competitiveness  program? 

ANSWER: 

The  benchmarking  activities  undertaken  by  the  Technology 
Competitiveness  staff  are  of  a  broad  nature,  intended  to 
provide  a  comprehensive  framework  for  the  assessment  of  the 
competitiveness  challenges  facing  U.S.  industry.  It  will 
consider  economic,  financial  and  government  policy  issues 
affecting  U.S.  industry,  as  well  as  issues  relating  to  the 
technologies  that  are  essential  ("core"  or  critical 
technologies)  to  the  profitable  operation  of  industry. 
Manufacturing  technologies  will  be  one  of  a  number  of 
"core"  technologies  of  interest  in  this  broader  study. 

By  way  of  contrast,  the  manufacturing  assessment,  which  is 
part  of  the  manufacturing  competitiveness  initially  aims  to 
develop  information  concerning  the  identity  and 
characteristics  of  America's  manufacturing  sector  and  the 
relation  of  this  sector  to  economic  issues,  e.g.,  gross  job 
creation/destruction,  net  employment  change  and  sustained 
regional  economic  growth.  This  assessment  will  provide  a 
focus  for  deploying  manufacturing  technology  and  the  best 
business  practices  when  and  where  applicable  to  promote 
manufacturing  competitiveness. 

QUESTION: 

How  will  specific  industries  be  selected  for  these 
evaluations?  Will  the  process  be  similar  to  that  for  the 
manufacturing  sector,  and  will  the  two  programs  complement 
one  another? 

ANSWER: 

The  initial  focus  of  the  Technology  Competitiveness 
benchmarking  exercise  will  be  to  construct  the  broader 
intellectual  framework  in  which  meaningful  industry 
benchmarking  can  occur.  For  that  reason,  the  initial  work 
is  likely  to  focus  on  many  industry  sectors.  These 
industries  are  likely  to  be  those  that  have  a  substantial 
technology  (i.e.  knowledge)  content  and  that  have  been 
important  focuses  of  international  competition. 

As  stated  in  the  previous  question,  the  processes  are 
interrelated  and  are  meant  to  complement  each  other. 

Access  to  Foreign  Science  and  Technology 
QUESTION: 

How  have  recent  trade  agreements  such  as  NAFTA  and  GATT 
addressed  the  issue  of  foreign  science  and  technology? 
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ANSWER: 

With  respect  to  the  NAFTA  and  the  GATT,  we  are  not  aware  of 
any  specific  references  to  the  issue  of  foreign  science  and 
technology. 

U.S. -Japan  Manufacturing  Technology  Fellowship 

QUESTION: 

The  Committee  provided  the  $500,000  you  requested  for 
establishing  the  U.S. -Japan  Manufacturing  Technology 
Fellowship  Program  in  FY  1994.  What  is  the  status  of 
implementing  this  program?  What  has  been  the  response  of 
the  private  sector  to  the  proposal? 

Answer: 

Industry  interest  is  extremely  high  in  the  MTF  Program 
which  was  created  in  response  to  U.S.  industry's  need  to 
learn  more  firsthand  about  Japanese  manufacturing 
practices.  We  have  29  MTF  Fellows  in  Japan  working  at  21 
Japanese  companies.  These  manufacturing  engineers  come 
from  leading  U.S.  companies  such  as  Motorola,  Ford,  Texas 
Instruments  and  Wizdom  Systems.  They  arrived  in  Japan  in 
January  after  spending  the  fall  learning  about  Japanese 
language  and  culture  at  Vanderbilt  University  and  the 
Massachusetts  Institute  of  Technology. 

Applications  for  the  second  year  of  the  program  are 
currently  being  accepted.  The  deadline  is  earlier  this 
year  so  that  the  fellows  may  be  trained  during  the  summer 
which  will  be  critical  as  the  number  of  fellows  increases 
during  the  third  year  of  the  program.  This  is  necessary  in 
order  for  the  universities  to  accommodate  larger  numbers  at 
there  training  centers,  which  is  impossible  during  the 
school  year.  After  the  second-year  candidates  are  matched 
with  Japanese  companies,  they  will  begin  training  in  June 
and  arrive  in  Japan  in  October.  We  already  have  heard  from 
many  companies  who  plan  to  send  applications  for  the  third 
year.  We  expect  a  big  increase  in  applicants  in  the  FY 
1995  as  more  companies  learn  of  the  opportunity,  the  good 
experience  of  the  first  group  of  engineers  becomes  known 
upon  their  return  to  the  United  States,  and  we  have  a  full 
year  to  publicize  and  recruit. 

QUESTION: 

What  is  the  total  amount  requested  in  this  budget  for  the 
U.S. -Japan  Manufacturing  Technology  Fellowship  Program? 

ANSWER: 

The  FY  1995  the  total  amount  requested  is  approximately 
$1,125,000. 
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Japan  Technology  Program 


QUESTION: 


You  also  refer  to  the  expansion  of  the  Japan  Technology 
Program.  How  does  this  program  work,  and  what  is  the 
current  level  of  resources  devoted  to  this  program  in  FY 
1994?  What  is  the  total  amount  requested  for  FY  1995? 

ANSWER: 

The  Japan  Technology  Program  carries  out  the  mandates  of 
the  Japanese  Technical  Literature  Act  of  1986,  and  the 
U.S. -Japan  Science  and  Technology  Agreement  for  the  U.S. 
Department  of  Commerce.  Its  mission  is  to  help  U.S. 
industry  and  researchers  acquire  and  utilize  Japanese 
scientific  and  technical  information.  It  uses  a  mix  of 
three  types  of  activities,  all  of  which  are  interrelated 
and  dependent  on  one  another. 

These  activities  include:  1)  collection  and  dissemination 
of  published  information,  in  both  Japanese  and  English, 
commissioned  research  studies  and  business  counseling  on 
how  to  monitor  Japanese  S&T  developments;  2)  helping  U.S. 
companies  develop  personal  contacts  through  the 
Manufacturing  Technology  Fellowship  Program,  and 
conferences;  and  3)  negotiating  balanced  terms  for 
collaborative  arrangements  such  as  the  Intelligent 
Manufacturing  Systems  Program  and  other  projects  under  the 
U.S. -Japan  Science  and  Technology  Agreement. 

Current  resources  devoted  to  the  Japan  Technology  Program 
is  around  $1  million,  of  which  approximately  $500,000  is 
specifically  for  the  MTF  Program.  The  increase  requested 
in  FY  1995  for  the  Japan  Technology  Program  is 
approximately  $1.3  million. 

QUESTION: 

In  light  of  the  stalemate  on  the  "Framework"  negotiations 
with  Japan,  what  is  the  potential  for  achieving  the  goals 
of  this  program? 

ANSWER: 

There  remains  great  potential  for  success.  There  also  is 
growing  interest  and  recognition  in  the  United  States  about 
the  importance  of  monitoring  foreign  science  and 
technology,  particularly  in  Japan  and  other  regions  of 
Asia.  There  is  also  growing  sophistication  in  the  means  to 
disseminate  and  access  information,  e.g.,  electronic 
databases. 

The  Framework/ Common  Agenda  negotiations  have  provided  an 
excellent  opportunity  to  raise  awareness  of  bilateral  S&T 
issues,  and  to  accelerate  the  acceptance  of  initiatives 
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already  pending  in  long-term,  ongoing  bilateral  forums  such 
as  the  U.S. -Japan  S&T  Agreement.  These  initiatives  include 
a  comprehensive  set  of  new  joint  activities  between  MITI 
and  the  Commerce  Department,  i.e.  to  provide  improved 
information  access  for  foreign  researchers  through  new 
databases  and  publications,  and  a  new  facility  to  provide 
housing  and  assistance  for  those  doing  research  in  Japan. 
These  existing  forums  provide  needed  continuity  and  an 
implementation  mechanism  for  any  initiatives  resulting  from 
the  Framework  and  for  furthering  the  existing  programs  and 
goals  of  the  Japan  Technology  Program. 

Intellectual  Property  Rights  Program 

QUESTION: 

Part  of  your  requested  increase  is  to  allow  the  Technology 
Administration  to  serve  as  more  active  participant  in 
negotiations  on  R&D  initiatives  within  the  foreign 
governments  with  regard  to  intellectual  property  rights 
(IPR)  issues.  How  will  the  role  of  Technology 
Administration  differ  from  the  role  of  the  Patent  and 
Trademark  Office  (PTO)  on  these  negotiations? 

ANSWER: 

The  Technology  Administration  (TA)  has  the  lead 
responsibility  within  the  Commerce  Department  for  reviewing 
all  international  science  and  technology  agreements  that 
are  negotiated  or  renewed  by  the  U.S.  Government  with 
foreign  countries.  These  agreements  can  include  major  R&D 
initiatives  as  well  as  more  limited  scientific  and 
technological  research.  TA  is  solely  responsible  for 
developing  and  defending  the  Department's  final  position  on 
such  agreements  and  representing  the  Department • s  interests 
in  the  direct  negotiation  of  major  agreements  such  as  with 
Germany,  France  or  Spain.  TA  coordinates  the  review  of 
such  agreements  with  other  interested  parties  within  the 
Department,  including  the  Patent  and  Trademark  Office  (PTO) 
which  TA  consults  on  intellectual  property  rights  (IPR) 
matters  related  to  these  agreements.  However,  most  of  the 
IPR  issues  that  arise  in  these  agreements  are  related 
primarily  to  questions  of  the  appropriate  allocation  of 
such  rights,  an  issue  that  is  within  TA's  sphere  of 
responsibility  and  not  PTO's. 

Request  to  0MB 

QUESTION: 

What  was  your  initial  request  to  0MB  for  each  Technology 
Administration  account,  what  items  were  eliminated  from 
your  request,  and  what  will  be  the  impact  of  these 
reductions  on  your  ongoing  operations?  Please  provide  a 
detailed  breakout  of  this  request  for  the  record. 
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ANSWER: 

The  request  for  the  US/OTP  to  0MB  was  $15.0  million  with  a 
passback  of  $11.3  million.  The  effect  was  to  scale  back 
and  eliminate  lower  priority  elements  of  each  initiative. 
NTIS  did  not  request  appropriated  funds  and  received  an  $18 
million  passback.  The  NIST  request  to  0MB  was  $1,001 
million  and  the  0MB  passback  was  $935  million.  The  NIST 
detail  and  illustrative  table  is  attached. 

Status  of  Authorization 

QUESTION: 

What  is  the  status  of  your  authorization  for  fiscal  year 
1995?  Are  there  any  major  changes  proposed  in  your 
mandated  responsibilities  from  previous  years? 

ANSWER: 

TA's  FY  1995  authorization  is  contained  in  legislation  that 
has  passed  both  the  House  (HR  820)  and  Senate  (S  4) ,  and  is 
awaiting  conference  committee.  HR  820  provided  for  TA  in 
FY  1995  an  authorization  of  $920  million.  S  4  provided  a 
combined  FY  1995  and  FY  1996  authorization  of  $1.9  billion. 

The  provisions  of  HR  820  and  S  4  include  a  number  of 
significant  responsibilities  for  TA  consistent  with  the 
President's  civilian  technology  initiatives,  although 
specific  language  varies  between  the  two  bills  on  a  number 
of  items.  Among  these  significant  responsibilities  are  the 
following: 

Sets  out  the  Agency's  role  in  establishing 
manufacturing  and  civilian  industrial  technology 
policy  for  the  federal  government,  and  includes 
the  establishment  of  a  civilian  technology 
advisory  board. 

Supports  the  President's  goal  of  an  expanded 
Advanced  Technology  Program,  an  effective  example 
of  a  government-industry  partnership  to  promote 
high  risk  enabling  technologies. 

-    Creates  a  comprehensive  manufacturing  extension 
program,  building  a  national  network  of 
manufacturing  technology  centers,  manufacturing 
outreach  centers,  and  the  State  Technology 
Extension  Program  (STEP)  and  deletes  the 
prohibition  on  federal  funding  after  the  sixth 
year  of  operation  for  the  centers,  while  allowing 
for  additional  funding  subject  to  positive 
evaluations  every  three  years. 
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National  Institute  of  Standards  and  Technology 

FY  1995  Budget  Requests  to  OMB  and  Congress 

(Dollar  amounts  in  thousands) 


Appropriation/Budget  Subactivity/Program 
Scientific  and  Technical  Research  and  Services: 

Electronics  and  Electrical  Engineering 

Manufacturing  Engineering 
Advanced  Manufacturing 

Chemical  Science  and  Technology 
Biotechnology 
Environmental  Technologies 

Physics 

Materials  Science  and  Engineering 
Advanced  Materials  and  Processing 

Building  and  Fire  Research 

Computer  Systems 

Information  Infrastructure 

Applied  Mathematics  and  Scientific  Computing 

Technology  Assistance 

International  Trade,  Standardization,  &  Measurement  Services 

Research  Support  Activities 

Math  and  Science  Postdoctoral  Fellowhips 

Total,  STRS  Request 

Industrial  Technolopy  Services: 

Advanced  Technology  Program 

Technology  Transfer  and  Outreach 

Manufacturing  Extension  Partnership 
Quality  Program 

Total,  ITS  Request 


Total 

President's 

OMB 

Request 

Request 

to  Coneress 

$31,091 


325,424 


467,944 

90,330 
6,895 

565,169 


$30,003 


35,529 
[20,900] 

32,275 
[18,000] 

33,389 
[5,000] 
[5,000] 

32,809 
[4,250] 
[4,950] 

27,242 

27,522 

64,534 
[16,800] 

61,719 
[16,800] 

13,010 

13,245 

71,520 
[33,800] 

68,463 
[38,304] 

7,090 

7,271 

14,679 
[4,000] 

14,667 
[4,700] 

27,340 
[1,000] 

28,066 
[1,000] 

316,040 


451,000 

61,065 
6,895 

518,960 


Construction  of  Research  Facilities: 

Construction  and  Major  Renovations 
Facilities  Technical  Obsolescence 


Total,  NIST  Request 


110,392 
[43,314] 

1,000,985 


100,000 
[32,922] 

935,000 


NOTE:  STRS  and  CRF  amounts  in  brackets  represent  program  initiatives  requested  in  the  FY  1995 
budget  process. 
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Creates  a  benchmarking  program  to  measure  and 
monitor  the  state  of  U.S.  R&D  programs  and  S&T 
capabilities  against  foreign  competition. 

-  Outlines  a  commitment  to  assure  the  continued 
quality  of  the  American  workforce  as  technology 
programs  are  implemented. 

Establishes  a  program  to  facilitate  loan  and 
equity  financing  for  civilian  technology. 

QUESTION: 

Please  provide  for  the  record  a  comparison  of  the  various 
authorization  proposals  for  technology  programs  and 
crosswalk  that  comparison  with  the  Department  of  Commerce 
budget  request  for  technology  programs? 

ANSWER: 

TA's  FY  1995  and  1996  authorization  is  contained  in  HR  820 
and  S  4.  Both  have  passed  and  will  go  to  conference.  The 
following  table  provides  a  crosswalk  between  the  FY  1995 
request  and  the  amounts  included  in  the  pending 
authorizations . 

Depository  Libraries 

QUESTION: 

You  are  requesting  $6,000,000  to  provide  a  capital 
investment  to  approximately  100  of  the  1,400  Federal 
depository  libraries.  Your  budget  justification  states 
that  this  will  be  a  competitive  process  for  awarding 
grants.  What  will  be  the  criteria  for  this  competitive 
process? 

ANSWER: 

According  to  the  Superintendent  of  Documents,  about  two- 
thirds  of  the  depository  libraries  currently  have  some 
level  of  electronic  capability  but  about  one-third  are 
inadequately  equipped.  We  have  invited  the  Superintendent 
of  Documents  and  the  Depository  Library  Council  Jo  work 
with  NTIS  in  the  selection  process  to  ensure  that  these 
grant  monies  are  most  effectively  used  to  enhance  the 
electronic  information  handling  capabilities  across  the 
system.  We  do  intend  to  ensure  that  at  least  one  library 
in  each  state  receives  funding. 

QUESTION; 

How  will  the  funds  be  used  by  the  libraries?  ^^  there  any 
other  Federal  funding  source  for  these  depository 
libraries?   If  so,  please  elaborate. 
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FY  1995 

US/OTP 

Estimated  Break-Out  of  Initiatives 


Manufacturing  Competitiveness  -  $1,692K 
o         PNGV  ($750K) 
o         NSTC  -  CIT  ($250K) 
o         Manufacturing  Study  ($250K) 
o         Benchmarking  and  Roadmaps  ($442K) 
Technology  Competitiveness  -  $1,873K 
o         Benchmarking  ($1,124K) 
o         Roadmaps  ($749K) 
Access  to  Foreign  Science  and  Technology  -  $1,975K 

o        IPR  ($100K) 

o         US-Israel  ($400K) 

o         MTF  ($;t625K) 

o         IMS  ($450K) 

o         JTP  -  Japanese  Technical  Infor.  ($150) 

o         Europe/Pacific  Rim  ($150K) 

o         Framework  ($100) 
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ANSWER: 

The  funds  will  be  used  by  the  libraries  to  invest  in 
modernization  through  the  one-time  purchasing  of  the  latest 
computer  and  telecommunications  hardware,  software  and 
associated  training.  We  do  not  intend  to  require  any  match 
contribution  or  commitment  of  follow-on  funding. 
Accordingly,  funds  would  not  be  provided  for  normal  program 
operating  expenses  or  demonstration  projects. 

Although  the  Government  Printing  Office  receives  an 
appropriation  of  about  $30  million  per  year  to  manage  the 
Depository  Library  Program,  to  the  best  of  our  knowledge 
those  funds  have  never  been  used  to  support  infrastructure 
development  within  the  Depository  Libraries  themselves. 

The  National  Telecommunications  and  Information 
Administration  (NTIA)  has  an  Information  Infrastructure 
Grants  Program  designed  to  stimulate  the  development  of  an 
information  infrastructure  that  promotes  public  access  and 
serves  educational,  medical  and  other  social  needs.  While 
not  specifically  designed  to  support  the  depository 
libraries,  they  would  be  eligible  to  compete  for  a  portion 
of  NTIA's  grant  funds.  However,  NTIA  requires  an  "in 
kind"  contribution  of  between  25  and  50  percent  for  such 
grants  which  many  of  the  less  well-financed  libraries  could 
not  afford. 

QUESTION: 

How  many  of  the  1,400  libraries  do  you  expect  to 
participate  in  this  grant  competition?  Will  this  funding, 
which  you  are  requesting  as  a  "one-time  initiative",  be 
sufficient  to  meet  that  demand? 

ANSWER: 

Of  the  total  number  of  depository  libraries,  it  is  assumed 
that  only  one-third  of  those,  or  about  4  50  nationwide,  lack 
the  basic  electronic  access  capabilities  they  need.  Our 
current  estimate  is  that  the  funds  requested  would  support 
at  least  100  depository  libraries  across  the  country. 
Consequently,  these  funds  will  be  used  to  upgrade  the 
capacity  of  those  with  severe  disadvantage  in  their 
electronic  access  to  information  and  to  achieve  some  level 
of  geographic  equity.  While  this  may  not  fulfill  the 
entire  demand  it  will  ensure  that  everyone  in  the  U.S.  will 
be  able  to  access  FedWorld  from  at  least  one  location 
within  their  home  state. 

Fugitive  Documents 
QUESTION: 

One  of  the  purposes  stated  for  the  request  for  depository 
libraries  is  to  enable  the  libraries  to  "identify  documents 
which  have  not  been  identified  by  the  Superintendent  of 
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Documents."  What  is  the  scope  of  this  problem  of  "fugitive 
documents"  that  currently  escape  the  GPO  acquisition 
process? 

ANSWER: 

It  is  impossible  to  state  with  any  certainty  the  scope  of 
the  so-called  "fugitive"  document  problem.  A  document 
becomes  "fugitive"  to  the  depository  libraries  if  it  is  not 
printed  through  GPO  and  the  originator  does  not  provide  a 
copy  to  the  Superintendent  of  Documents.  One  way  this 
happens  is  when  contractors  or  grantees  produce  documents 
on  their  own  that  are  not  required  to  be  provided  to  the 
funding  agency.  No  one  knows  the  magnitude  of  such 
production  but  the  NTIS  capture  mechanism  under  the 
American  Technology  Preeminence  Act  is  expressly  designed 
to  address  this  problem. 

While  it  is  true  that  the  NTIS  regulations  are  focussed  on 
scientific  and  technical  information,  the  definition  of 
"technical"  should  be  broadly  construed.  In  addition,  as 
of  1987,  according  to  GPO,  fully  90%  of  the  documents  in 
the  Depository  Library  Program  of  the  Superintendent  of 
Documents  were  classified  as  scientific  or  technical 
information. 

By  allowing  the  depository  libraries  "no  charge"  access  to 
the  NTIS  monthly  receipts  from  all  sources,  we  expect  the 
issue  of  "fugitive"  documents  will  greatly  diminish  but 
never  disappear. 

QUESTION: 

How  far  does  this  request  go  toward  fully  addressing  the 
problem  of  fugitive  documents? 

ANSWER: 

This  funding  request  addresses  the  problem  of  fugitive 
documents  primarily  by  providing  at  least  100  libraries 
with  the  ability  to  access  the  electronic  system  that  NTIS 
is  establishing  for  their  benefit.  However,  none  of  the 
requested  funds  will  support  the  development  of  that  on- 
line system  for  the  depository  libraries.  NTIS  has 
committed  to  have  the  system  available  to  the  depository 
libraries  by  August  1,  1994  and  is  using  its  own  funds  for 
that  purpose. 

While  the  requested  funds  for  NTIS  investment  will  accrue 
to  the  advantage  of  the  libraries  as  much  as  anyone,  those 
funds  were  not  requested  specifically  to  address  the 
problem  of  fugitive  documents  or  to  provide  copies  to  the 
depository  libraries. 
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QUESTION: 

Was  this  request  for  funding  coordinated  with  the 
Superintendent  of  Documents  and  the  Depository  Library 
Council?  What  steps  are  you  taking  to  ensure  their  support 
and  cooperating  on  this  project? 

ANSWER: 

Due  to  the  privileged  nature  of  the  Federal  budget 
development  process  within  the  Executive  Branch,  the 
request  for  funding  was  not  coordinated  with  either  the 
Superintendent  of  Documents  or  the  Depository  Library 
Council.  We  have,  since  the  President's  FY  1995  budget 
request  was  released,  consulted  with  both.  In  a  letter  to 
the  Public  Printer  dated  March  1,  1994  we  have  asked  that 
a  representative  of  the  Superintendent  of  Documents  and  the 
Depository  Library  be  named  to  work  with  NTIS  on  the 
selection  process. 

American  Technology  Preeminence  Act 

QUESTION: 

What  are  the  specific  duties  imposed  upon  the  Commerce 
Department  by  the  American  Technology  Preeminence  Act 
(ATPA)  ?  How  far  does  this  request  of  $18,000,000  go  toward 
addressing  those  requirements? 

ANSWER: 

There  were  two  information  dissemination  sections  of  the 
American  Technology  Preeminence  Act,  Sections  108  and  506. 
Section  108  required  each  Federal  agency  to  transfer  to 
NTIS,  in  a  timely  manner,  all  scientific  and  technical 
information  resulting  from  federally  funded  R&D 
activities,  and  called  on  the  Department  of  Commerce  to 
issue  procedural  regulations.  Section  506  required  the 
Department  of  Commerce  to  determine  the  feasibility  of 
establishing  and  operating  a  Federal  on-line  information 
system  at  NTIS  to  serve  as  a  comprehensive  inventory  of 
information  disseminated  by  the  Federal  Government. 
Section  506  also  expanded  NTIS '  statutory  mandate  to 
specifically  include  "producing  and  disseminating 
information  products  in  electronic  format" 

Of  the  total  request,  roughly  $6  million  would  be 
transferred  to  the  depository  libraries,  $6  million  would 
be  used  to  expand  the  capacity  and  traffic  management 
capability  of  the  NTIS  on-line  information  dissemination 
system  called  FedWorld,  and  $6  million  would  be  used  to 
acquire  new  equipment  necessary  to  enable  NTIS  to  receive 
information  from  Federal  agencies  under  the  ATPA  in 
virtually  any  format  or  media  and  to  convert  that 
information  into  the  media  or  format  that  is  appropriate 
for  electronic  storage  and  dissemination. 
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Thus,  the  $12  million  of  this  one-time  investment  request, 
which  will  be  used  by  NTIS  and  the  Department,  will  greatly 
accelerate  the  impact  of  the  American  Technology 
Preeminence  Act.  NTIS  has  no  intention  of  seeking 
additional  funds  for  the  implementation  of  the  requirements 
under  that  Act. 

QUESTION: 

Another  $6,000,000  of  your  request  will  be  directed  toward 
assisting  other  Federal  agencies  in  complying  with  ATPA. 
Your  justifications  state  that  the  challenge  faced  by  NTIS 
is  to  permanently  store  the  newly  acquired  information  and 
to  convert  it  from  the  format  received  to  the  format 
required  to  meet  the  public's  and  industry's  needs.  What 
steps  are  you  taking  to  ensure  that  other  agencies  submit 
the  material  to  you  in  a  format  providing  you  the  greatest 
flexibility  for  conversion  and  storage? 

ANSWER: 

We  have  developed  a  set  of  guidelines,  referenced  in  the 
procedures  published  in  the  Federal  Register  on  January  3, 
1994.  These  guidelines  set  forth  the  various  formats  that 
are  preferred  by  NTIS  in  both  print  and  non-print  media. 
We  are  also  conducting  seminars  for  Federal  agencies 
regarding  the  service  that  NTIS  can  provide  and  the  new 
requirements  under  the  American  Technology  Preeminence  Act. 

Nevertheless,  NTIS  recognizes  that  standardization  of 
formats  and  media  across  government  is  unlikely  to  occur  in 
the  foreseeable  future.  Accordingly,  a  significant  portion 
of  the  requested  funds  would  be  used  to  acquire  the 
equipment  that  would  enable  NTIS  to  establish  one  place  in 
government  where  information  in  the  more  frequently  used 
formats  and  media,  can  be  converted  to  information  in  a 
single  electronic  format  for  electronic  storage  and 
dissemination.  NTIS  will  in  turn  produce  that  information 
in  a  format  and  media  preferred  by  its  customers. 

We  expect  to  see  an  increasing  market  demand  for  electronic 
products  but  a  continuing  market  demand  for  paper  and 
microfiche.  Our  objective  is  to  provide  industry  and  the 
general  public  with  the  information  they  need  in  a  form 
they  can  use  without  imposing  standards  on  the  agencies  and 
their  contractors  and  grantees. 

FedWorld 
QUESTION: 

You  mention  in  your  justifications  the  on-line  locator 
service  of  NTIS  called  FedWorld.  You  are  asking  for 
another  $6,000,000  to  upgrade  FedWorld 's  capabilities  in 
hardware,  software,  and  communications.  How  will  these 
funds  be  applied? 
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ANSWER: 

The  one-time  $6  million  request  for  FedWorld  will  enable 
the  system  to  grow  in  response  to  rapidly  rising  demand 
from  agencies  wishing  to  make  their  information  accessible, 
and  from  the  general  public. 

To  meet  this  demand  FedWorld  must  dramatically  increase  the 
number  of  simultaneous  users  it  can  serve,  from  a  current 
maximum  of  about  120  to  as  many  as  500,  while  maintaining 
high  quality  support,  enhancing  the  user-friendliness  of 
the  system,  and  increasing  the  speed  of  access,  within  a 
rapidly  growing  electronic  collection. 

Specifically,  FedWorld  hopes  to  invest  $1.2  million  on 
expanding  communications  access;  $1.2  million  on 
specialized  software  packages  and  customized  menuing 
software;  and  $2  million  for  additional  computing  power. 
In  order  to  provide  stable  and  reliable  service  to  the 
public,  new  space  must  be  built  that  will  provide  the 
proper  cooling,  security,  and  fire  protection,  at  $500,000; 
and  an  offsite  disaster  preparedness  facility  will  be 
established  with  a  minimal  computer  and  communications 
backup  system  for  $1  million.  In  the  interest  of  ramping 
up  staff  capabilities  rapidly,  a  one-time  infusion  of 
$100,000  for  training,  above  normal  training  expenditures, 
is  sought  as  well. 

QUESTION: 

Who  are  the  customers  of  FedWorld?  How  do  these  customers 
currently  access  the  system,  and  how  will  that  method  of 
access  change  with  an  upgrade  of  the  system's  capabilities? 

ANSWER: 

Currently,  FedWorld  has  about  60,000  registered  users,  with 
an  average  of  2,500  connecting  on  a  given  day.  About  300 
new  users  sign  up  each  day.  Over  one-third  of  FedWorld 
users  are  from  the  private  sector;  about  one-third  are  from 
the  Federal  government;  and  the  remainder  are  from 
academia,  state  and  local  government,  non-profit  and  other 
affiliations.  Users  are  geographically  distributed  from 
every  state,  and  in  particular,  users  from  rural 
communities  tell  us  that  FedWorld  represents  a  uniquely 
convenient  information  resource  for  them. 

FedWorld  presently  offers  60  channels  of  access  for  dial-up 
users,  and  about  30  each  for  Internet  telnet  and  Internet 
ftp  (file  transfer  protocol)  users.  During  peak  periods, 
the  system  currently  operates  near  capacity,  with  some 
telnet  users  getting  the  equivalent  of  a  busy  signal.  When 
a  document  of  great  public  interest  has  been  released,  such 
as  the  President's  Health  Plan,  all  lines  of  access  may  be 
tied  up. 
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FedWorld's  user  base  is  increasing  rapidly  and  may  be 
expected  to  increase  faster  as  more  agencies  place  their 
public  information  on  FedWorld.  Our  goal  with  these  funds 
is  to  be  able  to  handle  over  20,000  connects  per  day,  with 
no  loss  of  quality  of  service.  In  addition,  we  are 
reviewing  packet-switching  technologies  and  other  means  to 
reduce  long-distance  charges  for  users  who  must  connect  by 
telephone. 

QUESTION: 

Do  FedWorld  users  currently  pay  for  access  to  the  system? 
How  will  these  additional  resources  impact  your  ability  to 
charge  users  for  access  to  FedWorld? 

ANSWER: 

Access  to  FedWorld  is  provided  to  the  public  at  no  charge, 
and  the  vast  majority  of  information  on  FedWorld  can  be 
viewed  or  downloaded  at  no  charge.  FedWorld  recoups  costs 
in  two  ways:  (a)  by  charging  back  to  the  source  agency  the 
costs  of  making  its  information  available  online;  or  (b)  by 
charging  the  end  user  for  specific  on-line  products  and 
services  —  typically  either  documents  or  subscription 
services  —  where  the  source  agency  believes  that  it  is 
appropriate  for  the  customers  to  pay  for  services. 

The  $6  million  will  support  FedWorld's  development  as  a 
central  source  for  a  large  collection  of  Federal 
information,  ensuring  needed  "critical  mass."  This  will 
enable  FedWorld  to  amortize  its  costs  over  a  larger  number 
of  services,  and  offer  each  individual  service  at 
increasingly  cost-effective  rates. 

FY  1993  Appropriation 

QUESTION: 

We  appropriated  funding  to  NTIS  in  FY  1993  based  on 
shortfalls  occurring  in  the  revolving  fund.  How  have  those 
funds  been  used,  and  are  the  management  problems  completely 
solved? 

ANSWER: 

The  Congress  appropriated  $8  million  to  the  NTIS  Revolving 
Fund  in  FY  1993.  The  Secretary  reprogrammed  $200  thousand 
to  finance  other  Department  priorities.  Of  the  remaining 
$7.8  million,  approximately  $5  million  was  used  to  repay 
customer  deposits  that  NTIS  had  used  in  prior  years  and 
approximately  $800  thousand  was  obligated  to  begin  the 
modernization  effort.  The  remaining  $2  million  has  been 
set  aside  as  working  capital  to  be  used  by  NTIS  in  the 
event  the  organization  experiences  low  cash  flow  periods. 
All  management  problems  that  were  identified  during  the 
Inspector  General's  Audit  of  1989/1990  have  been  corrected 
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and  a  new  management  structure  is  in  place.  Audits  of 
NTIS'  financial  statements  have  resulted  in  unqualified 
opinions  for  the  past  three  years. 

QUESTION: 

Have  all  the  funds  appropriated  for  FY  1993  been  spent?  If 
not,  please  provide  an  explanation. 

ANSWER: 

As  explained  in  the  previous  answer,  $6  million  of  the  $8 
million    appropriation    has    been    obligated. 
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Questions  Submitted  By  Congressman  Skaggs 


QUESTION: 

You're  requesting  an  $88  million  increase  for  your 
laboratory  programs.  But  the  House  budget  resolution  cuts 
that  increase  to  $18  million.  Could  you  give  us  some 
detail,  in  addition  to  that  contained  in  your  statement,  on 
what  you  could  do  with  the  $88  million? 

ANSWER: 

NIST's  laboratory  research  program  represents  a  critical 
element  in  the  Nation's  strategy  for  economic  success  in 
the  21st  century.  Every  industry  is  built  on  basic 
infrastructural  technologies.  Semiconductor  circuits  too 
small  to  be  seen  cannot  be  manufactured  without 
extraordinary  control  of  dimensions  and  contaminants.  Good 
products  call  for  just  the  right  materials,  which  in  turn 
require  efficient,  accurate  processing  methods.  The 
benefits  from  such  enabling  infrastructural  technologies 
typically  spread  across  whole  industries,  and  the 
investments  needed  to  produce  them  usually  cannot  be 
recovered  by  individual  companies. 

NIST  measurement  methods,  property  data,  testing 
techniques,  standards,  and  advanced  instruments  provide 
manufacturers  with  the  tools  they  need  to  continuously 
improve  their  products.  These  enabling  technologies  also 
speed  market  acceptance  of  advanced  technologies  by  giving 
buyers  and  sellers  objective,  technically  sound  methods  for 
measuring  product  performance  and  characteristics.  Unless 
these  tools  are  constantly  improved,  the  quality  of  U.S. 
products  will  fall  behind  those  of  other  countries  with 
better  technology  infrastructures. 

Each  year,  NIST  reallocates  up  to  ten  percent  of  its 
laboratory  research  funding  to  provide  seed  money  for  new 
activities.  While  this  strategy  has  helped  in  keeping 
laboratory  programs  current,  the  Institute's  overall 
resources  have  consistently  fallen  short  of  what  is  needed 
to  fulfill  industrial  requests.  Consequently,  there  is  a 
large  pent-up  demand  for  NIST  research  that  cannot  be 
satisfied  with  reallocations. 

The  FY  1995  NIST  laboratory  initiatives  build  on  smaller 
increases  in  FY  1994  to  accelerate  NIST  results  for  five 
key  technical  areas  (National  Information  Infrastructure, 
Advanced  Materials  and  Processing,  Advanced  Manufacturing, 
Biotechnology,  and  Environmental  Technologies) ,  to  open  and 
expand  foreign  markets  for  U.S.  technology,  and  to  increase 
the  number  of  postdoctoral  appointments  available  at  NIST 
to  parallel  overall  increases  in  laboratory  funding. 
Without  these  increases,  NIST's  ability  to  accelerate 
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research  in  these  areas  will  only  lead  to  a  slowdown  in 
U.S.  industry's  ability  to  effectively  compete  in  the 
increasingly  competitive  world  markets. 

Personnel 
QUESTION: 

I  realize  that  your  office  is  playing  an  increasingly 
significant  role  in  technology  policy.  But  I  see  that  you 
want  to  increase  your  staff  from  the  36  people  you  had  on 
board  as  of  December  31  to  63  people.  That's  an  almost  80 
percent  increase,  at  a  time  when  we're  contemplating  some 
pretty  severe  budget  constraints.  Can  you  tell  us  how 
you'll  use  these  new  people? 

ANSWER: 

The  staff  increase  for  FY  1995  is  a  total  of  15  positions, 
an  increase  of  our  current  approved  level  of  48  (a  31% 
increase) .  These  positions  will  be  used  to  implement  the 
planned  program  initiatives  in  benchmarking  and  roadmaps, 
support  for  PNGV  and  CIT  activities,  along  with  support  for 
increased  access  to  foreign  science  and  technology  such  as 
the  U.S. -Israel  Science  and  Technology  agreement,  the  U.S.- 
Japan Manufacturing  Technology  Fellowship  program,  and 
expansion  of  the  Japan  Technology  Program. 


723 


Questions  Submitted  By  Congressman  Price 

Advanced  Technology  Program 

On  pages  8-9  of  your  NIST  Budget  Highlights  document,  you 
cite  a  number  of  different  awards  from  the  programs  you 
administer. 

QUESTION: 

I'm  wondering  if  you  wouldn't  characterize  the  awards  you 
made  last  year,  especially  in  the  Advanced  Technology 
Program,  and  try  to  characterize  them  for  us  —  for 
example,  is  there  a  way  to  characterize  the  awards  that 
have  generated  the  greatest  economic  returns? 

ANSWER: 

In  the  early  days  of  the  ATP,  the  electronics  industry  did 
a  particularly  thorough  job  of  publicizing  the  ATP  among 
its  companies,  and  so  initially  there  was  a 
disproportionate  number  of  electronics-related  proposals 
relative  to  some  other  industries.  Since  then,  ATP  has 
been  striving  to  publicize  the  program  among  all 
industries.  As  a  result,  recent  competitions  have  shown  a 
well-balanced  spectrum  of  proposals  covering  all 
industries. 

When  the  ATP  first  began,  some  expressed  concern  that  small 
businesses  would  have  difficulty  competing  against  large 
firms.  This  concern  has  proved  to  be  unfounded.  While  the 
ATP  has  funded  some  large  companies,  the  majority  of  awards 
have  been  to  small  and  medium-sized  businesses,  including 
a  number  of  very  small  start-up  companies.  The  attached 
charts  show  the  breakdown  of  ATP  projects  by  industry 
sector  and  by  size  of  company,  respectively  for  all  four 
competitions  to  date. 

ATP  supports  R&D  that  is  upstream  of  product  development, 
the  economic  payoff  from  ATP  projects  will  be  realized  in 
the  long  term  rather  than  immediately.  The  ATP  relies  on 
market  mechanisms  for  commercializing  the  new  and  improved 
products,  services,  and  processes  derived  from  the 
technology  platforms  developed  by  ATP-funded  projects. 
Assessing  long-term  economic  impact — in  terms  of  increased 
industrial  productivity  and  competitiveness,  and  the 
creation  of  the  high-value  industries  and  future  jobs — is 
a  major  goal  of  ATP's  program  evaluation  effort.  ATP's 
evaluation  plan  calls  for  microeconomic  studies  to  be 
performed  to  estimate  long-run  benefits  and  costs  of  the 
new  and  improved  technologies  developed  by  ATP-funded 
projects  and  the  economic  return  on  the  public  investment. 
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In  a  study  carried  out  for  ATP  by  an  outside  firm  (Solomon 
Associates) ,  awardees  in  the  first  ATP  competition  were 
asked  a  series  of  questions  regarding  the  impact  of  the  ATP 
award  on  their  businesses.  One  of  the  interesting 
conclusions  was  the  large  number  of  companies  who  described 
the  "halo  effect"  associated  with  their  ATP  award.  The 
Solomon  Report  said: 

"Nearly  60%  of  the  participants  (and  100%  of  the  single 
applicants)  at  some  point  during  the  interview  credited 
their  ATP  award  as  having  enhanced  the  organization's 
credibility  in  some  way  which  resulted  in  impacts 
ranging  from  enhancing  the  image  of  the  company  with 
potential  investors  to  increased  public  awareness  of 
the  technology." 

While  the  economic  evaluation  of  long-term  economic  returns 
awaits  the  R&D  to  be  completed,  the  technical  and  market 
feasibility  to  be  demonstrated,  the  products,  services,  and 
processes  to  be  designed  and  engineered,  and  the 
production,  distribution,  and  end-use  to  occur,  the  ATP  has 
implemented  other  evaluation  tools  to  determine  if  the 
program  is  on  track,  to  indicate  progress,  and  to  help 
management  keep  it  on  track.  ATP's  oversight  of  funded 
projects  shows  that  technical  feasibility  has  been 
demonstrated  for  a  number  of  technologies,  leading  to  the 
filing  of  approximately  20  patents  in  late  1993  and  early 
1994.  Third-party  contractor  studies  indicate  that  the  ATP 
has  increased  the  level  of  R&D  and  significantly  shortened 
R&D  cycles;  led  to  the  establishment  of  infrastructure  to 
facilitate  collaborative  research  in  a  number  of  fields; 
dramatically  increased  the  productivity  of  collaborative 
research;  and  increased  public  awareness  of  the 
technologies  funded.  Several  of  the  projects  are  beginning 
to  show  early  commercialization  activities. 

Although  ATP  awards  focus  on  high  risk  projects  related  to 
underlying  technology  rather  than  the  design  of  specific 
products,  companies  nearing  the  end  of  their  award  period 
are  often  able  to  begin  to  incorporate  the  technological 
developments  that  occurred  during  the  ATP  project  into 
innovative  new  products.  For  example,  DuPont's  project  to 
develop  a  new  class  of  high-temperature  superconducting 
materials,  based  on  lead-thallium  materials  (one  of  the 
first  ATP  projects  funded)  has  already  borne  fruit.  At  the 
Wireless  Symposium  and  Exhibition,  Dupont  received  a  "Top 
Products  of  1993"  plaque  for  this  project.  The  July  1993 
issue  of  Microwaves  and  RF  magazine  featured  a  cover  story 
titled  "Superconducting  circuits  make  practical  strides." 
The  associate  editor  of  this  trade  magazine  described 
DuPont's  new  developments  using  language  such  as 
"...tremendous  potential  for  microwave  designers."  The 
article  says  that  this  technology  was  previously  considered 
by  microwave  engineers  too  risky  and  far  out  to  consider 
for  practical  applications,  but  "The  work  of  DuPont — may 
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change  these  engineers'  minds."  A  recent  letter  from 
DuPont  states  that  DuPont  might  have  discontinued  work  in 
this  high  risk  field  had  it  not  been  for  the  ATP  award. 
DuPont  has  also  used  the  ATP  funds  to  support  a  number  of 
small  companies  that  supply  fabrication  equipment  to 
DuPont.  All  of  this  means  the  U.S.  is  now  much  more  likely 
to  maintain  a  world  leadership  position  in  microwave 
devices  based  on  high  temperature  superconductors. 

QUESTION: 

Is  there  a  way  to  characterize  them  by  industry  —  what 
industries  are  represented  heavily,  which  industries  are 
noticeable  lagging  or  lacking  altogether? 

ANSWER: 

The  attached  pie  chart  shows  the  breakdown  of  ATP  awards  by 
industry  sector.  In  the  early  days  of  the  program, 
industry  organizations  such  as  the  American  Electronics 
Association  were  particularly  aggressive  in  publicizing  the 
ATP  to  their  thousands  of  members,  and  consequently,  there 
was  a  large  share  of  electronics  proposals  in  the  early 
competitions.  Since  then,  the  ATP  has  worked  diligently  to 
publicize  the  program  in  all  industrial  sectors,  and  the 
numbers  of  proposals  in  other  sectors  are  showing  increases 
in  each  competition  as  a  result.  As  an  example,  in  early 
competitions  there  were  almost  no  proposals  in  buildings 
and  construction,  but  we  have  made  an  effort  to  alert  that 
community  to  the  opportunities  presented  by  the  ATP,  and  we 
are  beginning  to  see  much  stronger  interest  from  that 
community. 

QUESTION: 

Can  you  characterize  them  by  size  of  company? 

ANSWER: 

Please  refer  to  attached  charts.  We  have  observed  a  good 
mix  of  small,  medium,  and  large  businesses  in  the 
competitions  to  date. 

QUESTION: 

Can  you  characterize  them  by  level  of  award? 

ANSWER: 

Single  applicant  proposals  range  from  a  few  hundred 
thousand  dollars  to  the  $2  million  dollar  legislatively 
mandated  limit  for  single  applicants.  The  majority  of 
single  applicant  proposals  have  been  in  the  $1-2  million 
range.  There  is  no  dollar  limit  on  joint  venture 
proposals,  and  the  joint  venture  proposals  submitted  range 
from  a  few  hundred  thousand  to  tens  of  millions  of  dollars. 
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The  largest  joint  venture  funded  to  date  involves  about  $2  0 
million  in  ATP  funds  over  the  life  of  the  project  and  about 
$26  million  in  industry  cost  sharing.  $2-$4  million  over 
the  life  of  the  project  is  more  typical  of  joint  ventures. 

QUESTION: 

And,  more  importantly,  tell  us  of  your  failures  —  if  we 
have  only  successes,  it  may  be  difficult  to  determine  where 
we  are  the  most  effective  —  what  hasn't  worked  well,  and 
which  awards  have  not  produced  as  well  as  expected? 

ANSWER: 

For  nearly  all  ongoing  ATP  projects,  it  is  too  early  to 
tell  whether  they  will  succeed  or  fail  commercially.  Only 
a  small  number  of  projects  have  been  completed  to  date. 
ATP  funds  projects  with  high  technical  risk  (projects  that 
industry  is  unlikely  to  undertake  by  themselves) ,  so  some 
failures  are  to  be  expected.  Both  technical  risk  and 
business  risk  are  involved.  The  first  project  to  be 
completed,  a  joint  venture  of  Hampshire  Instruments  and 
McDonnell-Douglas  Electronics,  was  a  technical  success,  but 
shortly  after  the  project  was  completed,  Hampshire 
Instruments,  a  small  business,  filed  for  bankruptcy.  A 
lack  of  financial  stability  characterizes  many  small  firms 
and  is  a  risk  we  believe  we  must  sometimes  take  in  order  to 
tap  the  innovative  potential  in  such  companies. 

While  the  technology  is  not  being  exploited  now  by 
Hampshire  Instruments  in  the  way  in  which  the  proposers 
envisioned  at  the  outset,  there  still  is  a  good  possibility 
that  McDonnell-Douglas  will  be  able  to  commercialize  the 
technology  for  other  applications.  Furthermore,  the 
technology  is  broadly  applicable  and  may  yet  yield 
significant  economic  benefit.  The  final  chapter  in  this 
story  has  not  been  written. 

The  success  of  the  ATP  should  be  viewed  from  the  standpoint 
of  the  entire  portfolio  of  projects  funded.  It  is  possible 
for  individual  projects  within  the  program  to  fail  while 
the  program  as  a  whole  has  significant  economic  impact. 


Monday,  March  14,  1994. 
ECONOMIC  DEVELOPMENT  ADMINISTRATION 

WITNESSES 

WILLIAM  W.  GINSBERG,  ASSISTANT  SECRETARY  FOR  ECONOMIC  DE- 
VELOPMENT 

WILBUR  F.  HAWKINS,  DEPUTY  ASSISTANT  SECRETARY  FOR  ECO- 
NOMIC DEVELOPMENT 

PEDRO  R,  GARZA,  DEPUTY  ASSISTANT  SECRETARY  FOR  PROGRAM  OP- 
ERATIONS 

CHESTER  J.  STRAUB,  JR.,  DEPUTY  ASSISTANT  SECRETARY  FOR  PRO- 
GRAM SUPPORT 

JOSEPH  M.  LEVINE,  CHIEF  COUNSEL 

DEBORAH  A.  SIMMONS,  ACTING  BUDGET  OFFICER 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

ELLA  RUSINKO,  DIRECTOR,  CONGRESSIONAL  AND  INTERGOVERN- 
MENTAL AFFAIRS 

Mr.  MOLLOHAN  [presiding].  This  siftemoon's  hearing  will  come  to 
order. 

Continuing  our  review  of  the  Department  of  Commerce's  fiscal 
year  1995  budget  request,  we  will  first  hear  from  the  Economic  De- 
velopment Administration.  The  total  EDA  request  for  fiscal  year 
1995  is  $411,647,000,  including  $327,024,000  for  the  Economic  De- 
velopment Assistance  Programs  grants,  an  increase  of  $4,382,000 
over  the  amounts  appropriated  for  fiscal  year  1994;  $51,976,000  for 
the  Economic  Development  Guaranteed  Loans  program;  and 
$32,647,000  for  the  Salaries  and  Expenses  account,  an  increase  of 
$4,647,000  above  the  amounts  appropriated  in  fiscal  year  1994.  We 
will  insert  the  justification  material  submitted  in  support  of  this  re- 
quest into  the  record. 

[The  justification  follows:] 
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Mr.  MOLLOHAN.  Testifying  today  on  behalf  of  the  Economic  De- 
velopment Administration  is  the  new  Assistant  Secretary  of  Com- 
merce for  Economic  Development,  William  W.  Ginsberg.  We  will  in- 
sert, your  biographical  sketch  into  the  record  and  you  may  proceed 
with  your  oral  statement.  If  you  will  be  kind  enough  to  introduce 
the  other  person  at  the  witness  table,  we  would  appreciate  it. 

Mr.  Ginsberg.  I  would  be  happy  to,  Mr.  Chairman,  thank  you. 
On  my  left  is  Deborah  Simmons.  She  is  the  Acting  Budget  Officer 
for  the  Economic  Development  Administration. 

Mr.  MOLLOHAN.  Welcome  to  the  subcommittee. 

Ms.  Simmons.  Thank  you. 

Opening  Statement 

Mr.  Ginsberg.  Thank  you,  Chairman  Mollohan,  distinguished 
Members:  I  am  honored  to  appear  before  the  Subcommittee  on 
Commerce,  Justice,  and  State,  the  Judiciary  and  Related  Agencies 
today  to  present  the  budget  request  of  the  Economic  Development 
Administration . 

As  this  is  my  first  opportunity  to  appear  before  the  Subcommit- 
tee, I  do  want  to  say  at  the  outset  that  I  am  greatly  looking  for- 
ward to  working  with  the  Subcommittee  in  the  future  and  that  I 
am  very  appreciative  of  the  courtesies  which  have  already  been  ex- 
tended to  me  by  Members  of  the  Subcommittee  and  your  staff  dur- 
ing my  first  few  weeks  at  EDA. 

Our  budget  request  for  fiscal  year  1995,  reflects  the  fundamental 
strategy  of  EDA  to  devote  itself  to  assisting  economically  distressed 
rural  and  urban  areas  throughout  this  Nation  to  bring  competitive 
successful  companies,  jobs  and  a  new  globally  competitive  economic 
base  to  areas  now  outside  of  the  mainstream  of  economic  growth. 
The  budget  request  which  we  present  to  you  today  is  intended  to 
make  EDA  as  effective  as  possible  in  working  with  communities 
across  this  Nation  to  meet  this  challenge. 

The  Administration  is  requesting  a  substantial  increase  in  fund- 
ing for  Defense  Conversion  Program  activity,  reflecting  our  increas- 
ing need  across  this  nation  to  assist  communities  whose  traditional 
defense-related  economic  base  is  shrinking,  and  whose  future  eco- 
nomic prospects  depends  upon  building  a  new  economic  base  of 
competitive  companies.  The  Administration's  budget  request  also 
continues  EDA's  traditional  focus  on  public  works  activities,  reflect- 
ing the  view  that  for  many  of  our  economically  distressed  areas,  in- 
vestment in  infrastructure  remains  the  critical  enabler  of  future 
economic  growth  and  of  building  and  attracting  the  competitive 
economic  base  of  tomorrow.  In  addition,  the  Administration's  re- 
quest is  that  $50  million  of  EDA's  Economic  Development  Assist- 
ance Program  appropriations  be  in  the  form  of  loan  guarantee 
budget  authority,  a  change  which  will  give  EDA  greater  ability  to 
leverage  private  investment  with  its  funds  and  which  will  give 
EDA  a  powerful  tool  in  assisting  in  the  funding  of  high-growth 
business  activity  in  rural  and  urban  distressed  areas. 

The  Administration's  budget  request  also  reflects  an  increase  in 
appropriations  for  salaries  and  related  expenses,  so  that  EDA  can 
become  more  effective  in  serving  our  clientele  and  in  delivering  our 
services,  while  at  the  same  time  preserving  the  local  network  of 
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EDA  field  representatives,  one  of  the  strengths  upon  which  EDA's 
effectiveness  at  the  local  level  is  built. 

SALARIES  AND  EXPENSES 

By  way  of  budget  overview,  let  me  say  that  the  Administration's 
fiscal  year  1995  budget  request  for  EDA  includes  $32,647,000  for 
salaries  and  expenses,  which  is  an  increase  of  $4,647,000  from  the 
fiscal  year  1994  budget.  This  increase  will  be  utilized  for  the  pur- 
pose of  streamlining  grants  administration,  increasing  budget,  pro- 
gram and  evaluation  efforts,  upgrading  management  information 
systems  and  funding,  on  a  permanent  basis,  our  new  Office  of  Eco- 
nomic Conversion  Information. 

The  budget  request  also  includes  $379  million  in  broad-based, 
multi-purpose  economic  assistance,  an  increase  of  $56,358,000  from 
the  fiscal  year  1994  budget.  This  figure  includes  $131  million  in 
Public  Works  funds  and  $51,976,000  in  Economic  Development 
Loan  Guarantee  authority,  and  $140  million  for  Defense  Economic 
Investment. 

In  the  Salaries  and  Expenses  area,  our  request  of  $32,647,000  is, 
as  I  said,  $4,647,000  greater  than  the  enacted  appropriation  for  fis- 
cal year  1994,  and  $4,083,000  above  the  fiscal  year  1995  base.  This 
increase  will  fund  the  streamlining  of  our  grants  administration 
process;  the  upgrading  of  EDA's  network  of  management  informa- 
tion systems,  and  the  expansion  and  enhancement  of  the  Office  of 
Economic  Conversion  Information. 

I  do  want  to  say  that  EDA  has  no  higher  priority,  in  my  judg- 
ment, than  to  improve  the  processing  of  grant  applications  so  that 
we  can  better  serve  our  clientele  with  speedier  delivery  of  our  prod- 
uct. EDA  intends  to  streamline  its  grants  application  regulations 
consistent  with  the  results  of  our  application  reform  initiative, 
which  we  began  in  the  fall  of  1993. 

ECONOMIC  DEVELOPMENT  ASSISTANCE  PROGRAMS 

In  fiscal  year  1995,  EDA  will  continue  to  concentrate  its  re- 
sources in  areas  characterized  by  high  unemployment,  low  growth 
rate,  loss  of  jobs,  out-migration,  defense  conversion  and  physical 
deterioration.  We  will  also  focus  on  areas  which  have  been  ad- 
versely impacted  economically  by  natural  disasters.  EDA  will  ad- 
here to  the  basic  principle  that  the  benefits  of  economic  develop- 
ment will  come  from  creating,  attracting  and  retaining  growing 
companies,  and  EDA  will  thus  concentrate  on  projects  which  can 
be  expected  to  lead  to  substantial  private  investment  and  perma- 
nent, high-quality  employment  opportunities. 

EDA  is  requesting  $131  million  in  its  Public  Works  program. 
EDA  provides  Public  Works  and  Development  Facilities  Grants  to 
communities  to  stimulate  these  kinds  of  private  sector  investments 
that  will  create  new,  permanent  jobs  in  distressed  areas.  Public 
Works  has  been  and  will  continue  to  be  a  central  focus  of  EDA  ac- 
tivity because  the  infrastructure  needs  in  our  distressed  commu- 
nities remain  daunting,  and  infrastructure  investment  is  the  criti- 
cal enabler  of  private  investment  for  many  areas  of  the  country.  In- 
deed, I  believe  that  the  competitive  pressures  of  the  1990s  and  be- 
yond will  only  increase  the  infrastructure  needs  of  our  less-com- 
petitive communities. 
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Additionally,  EDA  provides  grants  for  economic  development 
planning  purposes  and  technical  assistance,  and  supports  a  wide 
range  of  evaluation  and  research  activities  aimed  at  increasing  the 
public  understanding  of  the  processes  of  economic  growth  and  de- 
velopment. EDA  is  requesting  $37.1  million  for  these  activities  in 
fiscal  year  1995,  slightly  less  than  was  available  in  fiscal  year 
1994. 

Under  the  authorities  of  our  Title  IX  Economic  Adjustment  Pro- 
gram, EDA  can  uniquely  provide  customized  packages  of  assistance 
to  communities  which  are  experiencing  defense  cutbacks.  As  the 
pace  of  military  base  closures  accelerates,  the  need  for  EDA  de- 
fense conversion  assistance  will  accelerate  as  well.  The  peak  of  the 
base  closure  activity,  and  its  concurrent  negative  economic  impact, 
will  occur  in  the  year  1995.  And  I  do,  Mr.  Chairman,  have  a  bar 
chart,  which  I  trust  has  been  handed  out  or  will  be.  It  shows  how 
the  base  closure  activity  has  been  accelerating  and  will  be  peaking 
in  fiscal  year  1995.  EDA  is  thus  requesting  an  additional  $60  mil- 
lion in  fiscal  year  1995  for  this  activity  for  a  total  of  $140  million 
in  defense  conversion  activities.  The  proposed  increased  level  of 
funding  will  allow  EDA  to  focus  on:  the  construction  of  base  conver- 
sion and  other  projects  which  promote  the  economic  diversification 
and  renewal  of  defense-impacted  communities;  Revolving  Loan 
Fund  (RLF)  grants  for  business  assistance;  management,  technical 
and  community  business  development  assistance;  and  community 
adjustment  planning. 

The  Administration's  budget  request  for  EDA  for  fiscal  year  1995 
would  provide  $50  million  of  Economic  Development  Assistance 
Program  budget  authority  in  the  form  of  loan  guarantee  authority. 
This  loan  guarantee  budget  authority  will  enable  EDA  to  guaran- 
tee $269  million  in  loans  for  new  business  investment  in  distressed 
rural  and  urban  areas,  a  leveraging  which  will  substantially  in- 
crease the  impact  of  EDA's  overall  programs  across  the  Nation. 

An  EDA  Loan  Guarantee  Program  would  be  the  only  loan  guar- 
antee tool  within  the  Federal  government  that  would  be  specifically 
utilized  to  implement  comprehensive  local  economic  development 
strategies  for  distressed  communities.  Individual  loan  guaramtee 
decisions  would  be  made  in  the  context  of  promoting  job  creation, 
job  retention,  economic  diversification  and  the  building  of  a  new 
economic  base  for  a  community  outside  the  mainstream  of  economic 
growth,  rather  than  solely  from  the  perspective  of  an  individual 
credit  judgment.  For  this  reason,  EDA  loan  guarantees  would,  we 
believe,  be  a  uniquely  valuable  economic  development  tool  for  dis- 
tressed areas.  In  addition,  the  Loan  Guarantee  Program  would 
complement  and  not  compete  with  other  existing  loan  guarantee 
programs  in  other  agencies,  as  it  would  reach  borrowers  not  eligi- 
ble for  assistance  by  the  Small  Business  Administration  and  bor- 
rowers in  areas  where  the  Farmers  Home  Administration  does  not 
operate. 

I  want  to  spend  a  moment  to  talk  about  our  authorizing  legisla- 
tion, if  I  can.  Closely  aligned  with  EDA's  fiscal  year  1995  budget 
request  is  the  reauthorization  of  the  agency.  Over  the  last  12  years, 
the  agency  has  been  the  target  of  elimination.  As  a  result,  the  Pub- 
lic Works  and  Economic  Development  Act  of  1965  has  not  been 
amended  significantly  since  1981.  The  legislative  package  transmit- 
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ted  to  Congress  on  February  2,  1994,  which  would  act  as  a  reau- 
thorization of  EDA,  proposes  to  provide  a  consolidated  and  coordi- 
nated set  of  program  authorities  under  a  limited  number  of  titles, 
which  will  result  in  a  more  customer-oriented  focus  for  EDA  and 
will  facilitate  the  award  of  grants  and  reduce  time  frames  for  proc- 
essing and  approving  grants  and  loans.  It  would  also  update  the 
Public  Works  and  Economic  Development  Act  by  eliminating  re- 
dundant requirements,  and  it  would  eliminate  outdated  and 
unneeded  structures.  It  is  my  intention  that  we  will  be  working 
with  our  authorizing  committees  on  broader  legislation,  as  well,  in 
fiscal  year  1994  and  perhaps  in  fiscal  year  1995,  as  well  as  the  Ad- 
ministration's vision  for  the  future  of  EDA  as  it  continues  to  evolve. 

By  way  of  conclusion,  Mr.  Chairman,  I  believe  EDA  has  a  tre- 
mendous opportunity  for  the  first  time  in  well  over  a  decade  to 
move  to  the  heart  of  the  efforts  of  this  Nation  and  the  Administra- 
tion to  aggressively  and  affirmatively  utilize  public  policies  and 
public  investments  to  promote  America's  economic  renewal.  EDA 
must  ensure  that  the  growing  and  globally-competitive  sectors  of 
this  economy  provide  benefit  to  those  areas  of  the  country  which 
have  been  too  long  outside  of  the  mainstream  of  economic  growth. 
To  seize  this  opportunity,  EDA  must  first  of  all  continue  in  its  tra- 
ditional role  of  investing  in  infrastructure  projects  as  a  very  impor- 
tant means  of  promoting  the  future  economic  vitality  and  competi- 
tiveness of  major  areas  of  the  country.  Secondly,  we  must  embark 
on  new  directions  which  will  serve  newly  distressed  areas  and  en- 
able distressed  areas  to  respond  to  the  economic  d3mamics  of  the 
1990s  and  beyond;  and  thirdly,  we  must  improve  our  delivery  of 
services  so  that  we  are  better  at  doing  what  we  do.  I  believe  that 
the  budget  request  presented  to  you  today  will  enable  us  to  make 
progress  in  all  of  these  areas. 

Before  we  address  your  questions,  and  I  would  of  course  be 
happy  to  do  that,  I  would  like  to  introduce  the  EDA  personnel  ac- 
companying me  today,  if  that  is  permissible.  Wilbur  F.  Hawkins  is 
Deputy  Assistant  Secretary  for  Economic  Development;  Chester 
Straub  is  Deputy  Assistant  Secretary  for  Program  Support;  Pedro 
Garza,  Deputy  Assistant  Secretary  for  Program  Operations;  Joseph 
Levine,  our  Chief  Counsel;  Deborah  Simmons,  our  Acting  Budget 
Officer,  and  Ella  Rusinko,  who  is  our  Director  for  Congressional 
and  Intergovernmental  Affairs. 

I  thank  you,  Mr.  Chairman. 

[The  biographical  sketch  and  prepared  statement  of  Mr.  Ginsberg 
follow:] 


829 


BIOGRAPHY  OF  WILLIAM  W.  GINSBERG 


Effective  February  18,  1994,  William  W.  Ginsberg  was  appointed 
as  Assistant  Secretary  for  Economic  Development. 

William  W.  Ginsberg  was  President  and  Chief  Executive  Officer 
of  Science  Park  Development  Corporation  (SPDC) .  SPDC  is  a  private, 
not-for-profit  corporation  which  is  developing  a  high-technology 
research  and  business  park  on  a  formerly  abandoned,  inner-city 
industrial  site  by  attracting  and  developing  high-technology 
businesses  through  the  development  of  the  technological  resources 
of  Yale  University.  SPDC  operates  one  of  the  largest  and  best 
known  "incubators"  for  development-state  technology  business  in  the 
United  States,  as  well  as  operating  one  of  the  premier  urban 
research  parks  in  the  country.  During  Mr.  Ginsberg's  tenure,  SPDC 
achieved  financial  self-sufficiency  for  the  first  time,  attracted 
in  excess  of  $40  million  in  new  investment,  "incubated"  some  of  the 
leading  technology-based  companies  in  Connecticut,  assisted  in  the 
development  of  the  first  Yale  University-State  of  Connecticut 
advanced  technology  center,  the  $20  million  Center  for  Theoretical 
and  Applied  Neuroscience,  and  brought  to  Science  Park  the  largest 
new  manufacturing  facility  built  in  an  inner-city  location  in 
Connecticut  since  World  War  II.  Under  Mr.  Ginsberg's  leadership, 
SPDC  also  became  a  national  leader  in  community-based  urban 
economic  development,  working  with  a  consortium  of  local  inner-city 
non-profit  development  corporations  together  with  Yale  University 
and  local  business  institutions. 

Prior  to  becoming  President  of  SPDC,  Mr.  Ginsberg  was 
Development  Administrator  of  the  city  of  New  Haven,  the  equivalent 
of  a  Deputy  Mayor  position  in  which  he  had  responsibility  for  and 
jurisdiction  over  all  development  activities  of  city  government. 
In  this  capacity,  Mr.  Ginsberg  was  the  City's  lead  representative 
in  negotiating  major  transactions  and  in  raising  government  funds 
to  assist  private  development,  acted  as  the  lead  advocate  for 
development  interests  within  the  City's  political  process  and  as 
the  public  spokesman  for  the  City's  economic  development  interests 
and  policies,  administered  major  Federal  and  State  development 
programs  and  oversaw  City  regulatory  and  line  seirvice  agencies. 

Mr.  Ginsberg  began  his  professional  career  as  a  practicing 
attorney  at  th'  firm  of  Webster  and  Sheffield  in  New  York.  His 
practice  was  primarily  in  public  finance  and  in  coB^lex 
piiblic/private  real  estate  and  financing  transactions.  He 
represented  numerous  not-for-profit  private  institutions,  regulated 
private  entities,  government  entities,  public  authorities, 
quasi-public  corporations,  and  major  private  financial  institutions 
under%rriting  the  debt  of  public  and  quasi-public  entities. 

Mr.  Ginsberg's  other  activities  include  serving  as  a  Director 
of  the  Association  of  University  Related  Research  Parks  (AURRP) 
since  1989  and  a  President  of  AURRP  during  1992-93.  AURRP  is  an 
international   organization   with   over   300   members   worldwide 
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representing  research  parks,  incubators  and  other 
university-related  economic  development  and  technology  development 
efforts.  Mr.  Ginsberg  has  also  served  as  a  member  of  the  Governor's 
Technology  Advisory  Board  in  Connecticut,  the  Connecticut  Blue 
Ribbon  Housing  Commission,  both  as  gubernatorial  appointees,  and 
has  served  on  numerous  other  professional,  civic  and  community 
boards  and  committees. 

Mr.  Ginsberg  was  educated  at  Trinity  College  in  Hartford, 
Connecticut,  from  %rtiich  he  received  a  B.A.  in  History  with  honors 
in  1976.  He  did  graduate  study  in  European  History  at  Christ's 
College,  Cambridge  University,  Ceunbridge,  England  and  received  his 
law  degree  from  the  Colvimbia  University  School  of  Law  in  1980.  Mr. 
Ginsberg  is  admitted  to  the  practice  of  law  in  New  York  State.  Mr. 
Ginsberg  is  39  years  old,  and  is  married  with  two  children. 
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U.  S.  DEPARTMENT  OF  COMMERCE 

ECONOMIC  DEVELOPMENT  ADMINISTRATION 

TESTIMONY  OF 

WILLIAM  W.  GINSBERG 

ASSISTANT  SECRETARY  FOR  ECONOMIC  DEVELOPMENT 


HOUSE  APPROPRIATIONS  COMMITTEE 

SUBCOMMITTEE  ON  COMMERCE,  JUSTICE,  STATE, 

THE  JUDICL\RY  AND  RELATED  AGENCIES 


U.  S.  HOUSE  OF  REPRESENTATIVES 

MONDAY,  MARCH  14,  1994 

2:00  P.M. 


CHAIRMAN  SMITH,  CONGRESSMAN  ROGERS,  OTHER  DISTINGUISHED 
MEMBERS,  LADIES  AND  GENTLEMEN:  I  AM  HONORED  TO  APPEAR  BEFORE  THE 
SUBCOMMTITEE  ON  COMMERCE,  JUSTICE,  STATE,  THE  JUDICIARY  AND  RELATED 
AGENCIES  TODAY  TO  PRESENT  THE  BUDGET  REQUEST  OF  THE  ECONOMIC 
DEVELOPMENT  ADMINISTRATION  (EDA).  AS  THIS  IS  MY  FIRST  OPPORTUNITY  TO 
APPEAR  BEFORE  THE  SUBCOMMITTEE,  I  DO  WANT  TO  SAY  AT  THE  OUTSET  THAT 
I  AM  GREATLY  LOOKING  FORWARD  TO  WORKING  WITH  THE  SUBCOMMITTEE 
AND  THAT  I  AM  VERY  APPRECIATIVE  OF  THE  COURTESIES  WHICH  HAVE 
ALREADY  BEEN  EXTENDED  TO  ME  BY  MEMBERS  OF  THE  SUBCOMMITTEE  AND 
BY  YOUR  STAFF  DLTRING  MY  FIRST  FEW  WEEKS  AT  EDA. 


79-441  0-94-27 
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COMMUNITIES  ACROSS  AMERICA  FACE  TREMEhfDOUS  ECONOMIC 
DEVELOPMENT  CHALLENGES  TODAY,  AND  EDA'S  MISSION  IS  TO  ASSIST  THESE 
COMMUNITIES  IN  DEVELOPING  THE  COMPETITIVE  ECONOMIC  BASE  WHICH  CAN 
PROVIDE  FOR  PROSPERITY  IN  THE  FUTURE.  IN  AMERICA'S  ECONOMICALLY 
DISTRESSED  AREAS  -  RURAL  AREAS  OUTSIDE  THE  MAINSTREAM  OF  TODAY'S 
ECONOMIC  GROWTH,  URBAN  AREAS  NO  LONGER  IN  THAT  MAINSTREAM  AND 
COMMUNITIES  IMPACTED  BY  DEFENSE  DOWNSIZING  OR  NATURAL  DISASTERS  - 
THE  CHALLENGE  OF  DEVELOPING  A  COMPETTITVE  ECONOMIC  BASE  FOR  THE 
FUTURE  IS  PARTICULARLY  DIFFICULT.  THE  BUDGET  REQUEST  WHICH  WE 
PRESENT  TO  YOU  TODAY  IS  INTENDED  TO  MAKE  EDA  AS  EFFECTIVE  AS  POSSIBLE 
IN  WORKING  WITH  COMMUNITIES  TO  MEET  THIS  CHALLENGE. 

AMERICA'S  ECONOMICALLY  DISTRESSED  AREAS  MUST  BENEFIT  FROM  THE 
EMERGING  PARTNERSHIP  BETWEEN  THE  FEDERAL  GOVERNMENT  AND  THE 
CIVILL\N  BUSINESS  SECTOR.  THIS  PARTNERSHIP  IS  AT  THE  HEART  OF  THE 
STRATEGY  OF  THE  DEPARTMENT  OF  COMMERCE  TO  RESTORE  AMERICA'S 
PROSPERITY  AND  GLOBAL  ECONOMIC  LEADERSHIP.  THIS  NEW  PARTNERSHIP  IS 
PREMISED  ON  PUBLIC  POLICIES  AND  PUBLIC  INVESTMENTS  WHICH  WILL  ASSIST 
THE  CIVILIAN  BUSINESS  SECTOR  IN  RESPONDING  TO  THE  PRESSURES  OF  GLOBAL 
ECONOMIC  CHANGE  AND  COMPETITION.  IN  PARTICULAR,  THE  COMMERCE 
DEPARTMENT  IS  ADVANCING  THIS   GOAL  BY  PROMOTING  THE  ABILITY  OF 
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INNOVATIVE,  fflGH-GROWTH  COMPANIES  TO  COMPETE  SUCCESSFULLY  IN  THE 
GLOBAL  MARKETPLACE.  EDA  MUST  DEVOTE  ITSELF  TO  ASSISTING 
ECONOMICALLY  DISTRESSED  AREAS  THROUGHOUT  THIS  NATION  TO  BRING 
THESE  COMPETmVE  SUCCESSFUL  COMPANIES  AND  THE  JOBS  AND  ECONOMIC 
ACnVTTY  WHICH  WILL  RESULT  FROM  THIS  STRATEGY  TO  AREAS  NOW  OUTSIDE 
OF  THE  MAINSTREAM  OF  ECONOMIC  GROWTH. 

OUR  BUDGET  REQUEST  FOR  FISCAL  YEAR  1995  REFLECTS  THIS 
FUNDAMENTAL  STRATEGY.  THE  ADMINISTRATION  IS  REQUESTING  A 
SUBSTANITAL  INCREASE  IN  FUNDING  FOR  DEFENSE  CONVERSION  PROGRAM 
ACTTVITY,  REFLECTING  OUR  INCREASING  NEED  ACROSS  THIS  NATION  TO  ASSIST 
COMMUNITIES  WHOSE  TRADITIONAL  DEFENSE-RELATED  ECONOMIC  BASE  IS 
SHRINKING,  AND  WHOSE  FUTURE  ECONOMIC  PROSPECTS  DEPENDS  UPON 
BUILDING  A  NEW  ECONOMIC  BASE  OF  COMPETTITVE  COMPANIES.  AS  THE  PACE 
OF  MILITARY  BASE  CLOSURES  ACCELERATES,  THE  NEED  FOR  EDA  DEFENSE 
CONVERSION  ASSISTANCE  GROWS  ACCORDINGLY.  THE  ADMINISTRATION'S 
BUDGET  REQUEST  ALSO  CONTINUES  EDA'S  TRADITIONAL  FOCUS  ON  PUBLIC 
WORKS  ACnvmES,  REFLECTING  THE  VIEW  THAT  FOR  MANY  OF  OUR 
ECONOMICALLY  DISTRESSED  AREAS,  INVESTMENT  IN  INFRASTRUCTURE 
REMAINS  THE  CRITICAL  ENABLER  OF  FUTURE  ECONOMIC  GROWTH  AND  OF 
BUILDING  AND  ATTRACTING  THE  COMPETmVE  ECONOMIC  BASE  OF 
TOMORROW.      IN  ADDITION,  THE  ADMINISTRATION'S  REQUEST  IS  THAT 
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$50  MILLION  OF  EDA'S  ECONOMIC  DEVELOPMENT  ASSISTANCE  PROGRAM 
APPROPRIATIONS  BE  IN  THE  FORM  OF  LOAN  GUARANTEE  BUDGET  AUTHORITY, 
A  CHANGE  WHICH  WILL  GIVE  EDA  GREATER  ABILITY  TO  LEVERAGE  PRIVATE 
INVESTMENT  WITH  ITS  FUNDS  AND  WHICH  WILL  GIVE  EDA  A  POWERFUL  TOOL 
IN  ASSISTING  IN  THE  FUNDING  OF  HIGH-GROWTH  BUSINESS  ACnVTTY  IN  RURAL 
AND  URBAN  DISTRESSED  AREAS.  THE  ADMINISTRATION'S  BUDGET  REQUEST 
ALSO  REFLECTS  AN  INCREASE  IN  APPROPRIATIONS  FOR  SALARIES  AND  RELATED 
EXPENSES,  SO  THAT  EDA  CAN  BECOME  MORE  EFFECTIVE  IN  SERVING  OUR 
CLIENTELE  AND  IN  DELIVERING  OUR  SERVICES,  WHILE  PRESERVING  THE  LOCAL 
NETWORK  OF  EDA  FIELD  REPRESENTATIVES,  ONE  OF  THE  STRENGTHS  ON  WHICH 
EDA'S  EFFECTIVENESS  AT  THE  LOCAL  LEVEL  IS  BUILT. 

BUDGET  OVERVIEW 

THE  ADMINISTRATION'S  FY  1995  BUDGET  REQUEST  FOR  EDA  INCLUDES: 

•$32.647MILLIONIN  SALARIES  AND  EXPENSES.  THIS  AMOUNT  REPRESENTS 
AN  INCREASE  OF  $4,647  MILLION  FROM  THE  FY  1994  BUDGET,  AND  WILL 
BE  UnUZED  FOR  THE  PURPOSES  OF  STREAMLINING  GRANTS 
ADMINISTRATION,  INCREASING  BUDGET,  PROGRAM  AND  EVALUATION 
EFFORTS,  UPGRADING  MANAGEMENT  INFORMATION  SYSTEMS  AND 
FUNDING  THE  OFHCE  OF  ECONOMIC  CONVERSION  INFORMATION.   THIS 
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INCREASE  DOES  NOT  REFLECT  INCREASED  STAFF;  UNDER  EDA'S  BUDGET 
REQUEST,  EDA  WILL  REDUCE  THE  NUMBER  OF  PERMANENT  POSITIONS  BY 
SEVENTEEN  FROM  FY  1994;  ,  -^ ,. 

•$379MILLIONINBROAD-BASED,  MULTI-PURPOSEECONOMIC  ASSISTANCE, 
AN  INCREASE  OF  $56,358  MILLION  FROM  THE  FY  1994  BUDGET.  THIS 
AMOUNT  INCLUDES: 

•$51,976  MILLION  IN  BUDGET  AUTHORITY  FOR  ECONOMIC 
DEVELOPMENT  GUARANTEED  LOANS,  WHICH  WILL  PROVIDE  A 
HIGHLY  FLEXIBLE  TOOL  TO  SUPPORT  AN  ESTIMATED  $269  MILLION 
IN  NEW  CAPITAL  FOR  BUSINESS  INVESTMENT  IN  DISTRESSED  RURAL 
AND  URBAN  AREAS. 

•$140  MILLION  FOR  DEFENSE  ECONOMIC  INVESTMENT,  A  $60 
MILLION  INCREASE  FROM  THE  FY  1994  BUDGET,  TO  ASSIST 
COMMUNITIES  IN  RESPONDING  TO  CLOSURES  AND  CUTBACKS  OF 
DEFENSE  INSTALLATIONS  AND  DEPARTMENT  OF  ENERGY 
FACILrnES  AS  WELL  AS  TO  REDUCTIONS  IN  OTHER  MILITARY 
SPENDING  IN  DEFENSE-DEPENDENT  COMMUNITIES. 
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SALARIES  AND  EXPENSES 

THE  FY  1995  SALARIES  AND  EXPENSES  REQUEST  OF  $32,647  MILLION  IS 
$4,647  MILLION  GREATER  THAN  THE  FY  1994  ENACTED  APPROPRIATION  AND 
$4,083  MILLION  ABOVE  THE  FY  1995  BASE.  THIS  INCREASE  WILL  FUND  THE 
FOLLOWING  ESSENTIAL  ACnVITIES: 

•THE  STREAMLINING  OF  THE  GRANTS  ADMINISTRATION  PROCESS; 
•THE     UPGRADING     OF     THE     EDA     NETWORK     OF     MANAGEMENT 
INFORMATION   SYSTEMS   FOR   BUDGET,    PROGRAM   MONITORING   AND 
EVALUATION  PURPOSES;  AND 

•THE  EXPANSION  AND  ENHANCEMENT  OF  THE  OFFICE  OF  ECONOMIC 
CONVERSION  INFORMATION  (OECI),  A  GROWING  CENTRAL  DATA  BASE 
WHICH  SUPPORTS  THE  DEFENSE  CONVERSION  EFFORT  BY  PROVIDING  THE 
MOST  UPDATED  ECONOMIC  CONVERSION  INFORMATION  TO  THE  PUBLIC 
ON-LINE. 

EDA  HAS  NO  HIGHER  PRIORITY  THAN  TO  IMPROVE  THE  PROCESSING  OF 
GRANT  APPLICATIONS  SO  AS  TO  BETTER  SERVE  OUR  CLIENTELE  WITH  SPEEDIER 
DELIVERY  OF  OUR  PRODUCT.  EDA  INTENDS  TO  STREAMLINE  ITS  GRANTS 
APPLICATION  REGULATIONS  CONSISTENT  WTTH  THE  RESULTS  OF  ITS 
APPLICATION  REFORM  INITIATIVE.   THIS  INITIATIVE  WILL  STRIVE  TO: 

•REDUCE  APPLICATION  PROCESSING  TIMES; 
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•IMPROVE  CUSTOMER  SATISFACTION; 

•  ASSURE  PRODUCT  QUALITY;  AND, 

•  ENSURE  ORGANIZATIONAL  ACCOUNTABILITY. 

EDA  IS  WORKING  TO  REFORM  ITS  GRANTS  APPLICATION  PROCESS  THROUGH  A 
NINE  PROJECT  PILOT  PROGRAM  (PILOT).  THE  EDA  PILOT  IS  TARGETED  FOR 
COMPLETION  DURING  THE  THIRD  QUARTER  OF  FY  1994.  UPON  COMPLETION, 
EDA  WILL  OBTAIN  0MB  APPROVAL  FOR  A  STREAMLINED  APPLICATION  PROCESS. 
THE  REVISED  PROCESS  AND  REGULATIONS  WILL  BE  PUBLISHED  THEREAFTER 
AND  ARE  EXPECTED  TO  BE  FULLY  OPERATIONAL  FOR  FY  1995. 

IN  ORDER  TO  FACILITATE  THE  STREAMLINING  OF  EDA'S  OPERATIONS, 
IMPROVE  AGENCY  SERVICES  AND  UPGRADE  THE  COLLECTION  AND 
DISSEMINATION  OF  INFORMATION,  EDA  REQUESTS  A  NET  INCREASE  OF  $2,105 
MILLION  FOR  PROGRAM  SUPPORT.  EDA'S  MANAGEMENT  INFORMATION 
SYSTEMS  IN  RECENT  YEARS  BECOME  SUBSTANTL\LLY  OUTDATED  AND 
TECHNOLOGICALLY  INCOMPATIBLE  WITH  MANY  CURRENT  GOVERNMENT  AND 
INDUSTRY  STANDARDS.  THE  REQUESTED  INCREASE  WILL  ENABLE  EDA  TO 
CONVERT  TO  A  MORE  EFFICIENT,  ECONOMICAL  SYSTEM  AND  TO  UPGRADE  ITS 
NOW  OBSOLETE  INFORMATION  CAPABILITIES. 

THE  OFFICE  OF  ECONOMIC  CONVERSION  (OECI)  WAS  ESTABLISHED  TO 
SERVE  AS  A  CENTRAL  INFORMATION  CLEARINGHOUSE  ON  MATTERS  RELATING 
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TO  ECONOMIC  ADJUSTMENT  AND  DEFENSE  CONVERSION  PROGRAMS  AND 
ACnVITIES  OF  THE  FEDERAL,  STATE  AND  LOCAL  GOVERNMENTS.  RESOURCES 
ARE  REQUESTED  FOR  THE  HRST  TIME  TO  PERMANENTLY  FUND  AND  EXPAND 
THE  OPERATIONS  OF  THE  OECI.  IN  ADDITION  TO  ITS  ON-GOING  MISSION  OF 
PROVIDING  ACCESS  TO  AND  EXPANDING  AVAILABLE  INFORMATION  ON 
ECONOMIC  CONVERSION,  THE  OECI  WILL: 

•CONTINUOUSLY    UPDATE    AND    EXPAND    THE    INFORMATION    BASE 
THROUGH  IN-HOUSE  RESEARCH  AND  CUSTOMER  FEEDBACK; 
•INCREASE   THE   EASE   OF    ACCESS    TO    NEEDED    INFORMATION   FOR 
COMPUTER  BASED  CUSTOMERS; 

•SOLICIT  INFORMATION  FROM  CUSTOMERS  TO  BE  SHARED  THROUGH  THE 
CLEARINGHOUSE  AND  FACILITATE  COMMUNICATION  AND  INFORMATION 
SHARING  AMONG  AND  BETWEEN  CUSTOMER  GROUPS;  AND 
•FACILITATE  INTERAGENCY  AND  INTERGOVERNMENTAL  COOPERATION 
TO  IMPROVE  THE  COORDINATION  OF  AND  ACCESS  TO  EXISTING 
INFORMATION. 

ECONOMIC  DEVELOPMENT  ASSISTANCE  PROGRAMS 

EDA    PROVIDES     A     BROAD     RANGE    OF    ECONOMIC    DEVELOPMENT 
ASSISTANCE  IN  ECONOMICALLY  DISTRESSED  AREAS  IN  AN  EFFORT  TO  CREATE 
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AND  RETAIN  JOBS  AND  TO  ASSIST  COMMUNITIES  TO  BUILD  AN  ECONOMIC 
FOUNDATION  FOR  THE  FUTURE.  EDA  USES  ITS  VARIOUS  PROGRAM  TOOLS 
INDIVIDUALLY  OR  IN  COMBINATION  TO  MEET  THE  SPECIFIC  NEEDS  OF 
INDIVIDUAL  DISTRESSED  COMMUNITIES. 

IN  FY  1995,  EDA  WILL  CONTINUE  TO  CONCENTRATE  ITS  RESOURCES  IN 
AREAS  CHARACTERIZED  BY  HIGH  UNEMPLOYMENT,  LOW  GROWTH  RATE,  LOSS 
OF  JOBS,  OUTMIGRATION,  DEFENSE  CONVERSION  AND  PHYSICAL 
DETERIORATION.  EDA  WILL  ALSO  FOCUS  ON  AREAS  WHICH  HAVE  BEEN 
ADVERSELY  IMPACTED  ECONOMICALLY  BY  NATURAL  DISASTERS.  EDA  WILL 
ADHERE  TO  THE  BASIC  PRINCIPLE  THAT  THE  BENEFITS  OF  ECONOMIC 
DEVELOPMENT  WILL  COME  FROM  CREATING,  ATTRACTING,  AND  RETAINING 
GROWING  COMPANIES,  AND  EDA  WILL  THUS  CONCENTRATE  ON  PROJECTS 
WHICH  CAN  BE  EXPECTED  TO  LEAD  TO  SUBSTANTIAL  PRIVATE  INVESTMENT 
AND  PERMANENT,  HIGH  QUALITY  EMPLOYMENT  OPPORTUNITIES. 

EDA  IS  REQUESTING  $131  MILLION  IN  ITS  PUBLIC  WORKS  PROGRAM.  EDA 
PROVIDES  PUBLIC  WORKS  AND  DEVELOPMENT  FAdLITIES  GRANTS  TO 
COMMUNITIES  TO  STIMULATE  THESE  KINDS  OF  PRIVATE  SECTOR  INVESTMENTS 
THAT  WILL  CREATE  NEW,  PERMANENT  JOBS  IN  DISTRESSED  AREAS.  PUBLIC 
WORKS  HAS  BEEN  AND  WILL  CONTINUE  TO  BE  A  CENTRAL  FOCUS  OF  EDA 
ACTIVITY    BECAUSE    THE    INFRASTRUCTURE    NEEDS    IN    OUR    DISTRESSED 


840 


COMMUNITIES  REMAIN  DAUNTING,  AND  INFRASTRUCTURE  INVESTMENT  IS  THE 
CRITICAL  ENABLER  OF  PRIVATE  INVESTMENT  FOR  MANY  AREAS  OF  THE 
COUNTRY.  INDEED,  THE  COMPETITIVE  PRESSURES  OF  THE  I990'S  AND  BEYOND 
WILL  ONLY  INCREASE  THE  INFRASTRUCTURE  NEEDS  OF  OUR  LESS-COMPETmVE 
COMMUNITIES.  I  BELIEVE  THAT  THE  DEGREE  TO  WHICH  A  COMMUNITY'S 
INFRASTRUCTURE  IS  "STATE-OF-THE-ART"  WILL  MORE  AND  MORE  DEFINE  A 
COMMUNITY'S  ECONOMIC  PROSPECTS  IN  THE  COMING  YEARS. 

H)A  PROVIDES  GRANTS  FOR  ECONOMIC  DEVELOPMENT  PLANNING 
PURPOSES  AND  TECHNICAL  ASSISTANCE,  AND  SUPPORTS  A  WIDE  RANGE  OF 
EVALUATION  AND  RESEARCH  ACnVITIES  AIMED  AT  INCREASING  THE  PUBLIC 
UNDERSTANDING  OF  THE  PROCESSES  OF  ECONOMIC  GROWTH  AND 
DEVELOPMENT.  EDA  IS  REQUESTING  $37.1  MILLION  FOR  THESE  ACnVITIES  IN 
FISCAL  YEAR  1995,  SLIGHTLY  LESS  THAN  WAS  AVAILABLE  IN  FISCAL  YEAR  1994. 

UNDER  THE  AUTHORITIES  OF  THE  TITLE  IX  ECONOMIC  ADJUSTMENT 
PROGRAM,  EDA  CAN  UNIQUELY  PROVIDE  CUSTOMIZED  PACKAGES  OF 
ASSISTANCE  TO  COMMUNITIES  EXPERIENCING  DEFENSE  CUTBACKS.  SIMILAR 
ASSISTANCE  IS  BEING  PROVIDED  TO  COMMUNITIES  ADVERSELY  IMPACTED  BY 
DEPARTMENT  OF  ENERGY  REALIGNMENTS.  TO  ALLEVL\TE  THE  ADVERSE 
IMPACT  OF  DEFENSE  DOWNSIZING,  EDA  IS  REQUESTING  AN  ADDITIONAL  $60 
MILLION  IN  FY  1995,  FOR  A  TOTAL  OF  $140  MILLION  IN  DEFENSE  CONVERSION 
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ACnvmES.  THE  PROPOSED  INCREASED  LEVEL  OF  FUNDING  WILL  ALLOW  EDA 
TO  FOCUS  ON: 

•  THE  CONSTRUCTION  OF  BASE  CONVERSION  AND  OTHER  PROJECTS  WHICH 
PROMOTE  THE  ECONOMIC  DIVERSIFICATION  AND  RENEWAL  OF  DEFENSE- 
IMPACTED  COMMUNITIES; 

•REVOLVING  LOAN  FUND  (RLF)  GRANTS  FOR  BUSINESS  ASSISTANCE 
WHICH  INCREASE  THE  AVAILABILITY  OF  FLEXIBLE  FINANCING  FOR 
BUSINESSES  THROUGH  CAPITALIZATION  OF  COMMUNITY-BASED  RLFs; 
•MANAGEMENT,  TECHNICAL  AND  COMMUNITY  BUSINESS  DEVELOPMENT 
ASSISTANCE;  AND 

•  COMMUNITY  ADJUSTMENT  PLANNING  THAT  FOCUSES  ON  COMMUNITY 
ECONOMIC  DIVERSIFICATION  AND  WORKS  CLOSELY  IN  CONCERT  WITH 
THE  DEPARTMENT  OF  DEFENSE  OFFICE  OF  ECONOMIC  ADJUSTMENT  AND 
ITS  PLANNING  FOR  BASE  RE-USE  PROJECTS. 

THE  ADMINISTRATION'S  BUDGET  REQUEST  FOR  EDA  FOR  FISCAL  YEAR 
1995  WOULD  PROVIDE  $50  MILLION  OF  ECONOMIC  DEVELOPMENT  ASSISTANCE 
PROGRAM  BUDGET  AUTHORITY  IN  THE  FORM  OF  LOAN  GUARANTEE  AUTHORITY. 
THIS  LOAN  GUARANTEE  BUDGET  AUTHORITY  WOULD  ENABLE  EDA  TO 
GUARANTEE  $269  MILLION  IN  LOANS  FOR  NEW  BUSINESS  INVESTMENT  IN 
DISTRESSED  RURAL  AND  URBAN  AREAS,  A  LEVERAGING  WHICH  WILL 
SUBSTANTIALLY  INCREASE  THE  IMPACT  OF  EDA'S  OVERALL  PROGRAMS  ACROSS 
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THE  NATION. 

AN  EDA  LOAN  GUARANTEE  PROGRAM  WOULD  BE  THE  ONLY  LOAN 
GUARANTEE  TOOL  WITHIN  THE  FEDERAL  GOVERNMENT  THAT  WOULD  BE 
SPECIFICALLY  DESIGNED  TO  BE  UTILIZED  TO  IMPLEMENT  COMPREHENSIVE 
LOCAL  ECONOMIC  DEVELOPMENT  STRATEGIES  FOR  DISTRESSED  COMMUNITIES. 
INDIVIDUAL  LOAN  GUARANTEE  DECISIONS  WOULD  BE  MADE  IN  THE  CONTEXT 
OF  PROMOTING  JOB  CREATION,  JOB  RETENTION,  ECONOMIC  DIVERSIFICATION 
AND  THE  BUILDING  OF  A  NEW  ECONOMIC  BASE  FOR  A  COMMUNITY  OUTSIDE 
THE  MAINSTREAM  OF  ECONOMIC  GROWTH,  RATHER  THAN  SOLELY  FROM  THE 
PERSPECTIVE  OF  AN  INDIVIDUAL  CREDIT  JUDGEMENT.  FOR  THIS  REASON,  EDA 
LOAN  GUARANTEES  WOULD  BE  A  UNIQUELY  VALUABLE  ECONOMIC 
DEVELOPMENT  TOOL  FOR  DISTRESSED  AREAS.  IN  ADDITION,  THE  LOAN 
GUARANTEE  PROGRAM  WOULD  COMPLEMENT  OTHER  EXISTING  LOAN 
GUARANTEE  PROGRAMS  IN  OTHER  AGENCIES,  AS  IT  WOULD  REACH  LARGER 
BORROWERS  THAN  ARE  REACHED  BY  THE  SMALL  BUSINESS  ADMINISTRATION 
AND  BORROWERS  IN  AREAS  WHERE  THE  FARMERS  HOME  ADMINISTRATION  DOES 
NOT  OPERATE. 

I  WOULD  LIKE  TO  ADD  A  WORD  ABOUT  EDA'S  HISTORY  IN  LOAN 
GUARANTEES,  WHICH  I  UNDERSTAND  MAY  BE  OF  CONCERN  TO  SOME  MEMBERS 
OF  THIS  SUBCOMMITTEE.    HISTORICALLY,  EDA  DID  TARGETED  PROGRAMS  OF 
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LARGE  LOAN  GUARANTEES  IN  THE  1970S  TO  SEVERELY  DISTRESSED  INDUSTRIES 
AND  SUFFERED  fflGH  RATES  OF  LOAN  LOSSES.  MY  OBJECTIVE  WOULD  BE  TO 
DEPART  FROM  TfflS  HISTORY  ALTOGETHER.  IF  GIVEN  BUDGET  AUTHORITY,  EDA 
WOULD  UNDERTAKE  TO  UTILIZE  ITS  LOAN  GUARANTEE  AUTHORITY  TO  SUPPORT 
BUSINESS  INVESTMENT  IN  HIGH-GROWTH  INDUSTRIES  AND  IN  OTHER  ACTIVITIES 
CENTRAL  TO  THE  FUTURE  ECONOMIC  BASE  OF  DISTRESSED  RURAL  AND  URBAN 
COMMUNITIES.  WHILE  THERE  WOULD,  OF  COURSE,  BE  RISK  IN  DOING  SO,  IT 
WOULD  NOT  BE  RISK  OF  THE  NATURE  OR  MAGNITUDE  OF  "PROPPING  UP" 
SEVERELY  DISTRESSED  COMPANIES  IN  SHRINKING,  SEVERELY  DISTRESSED 
INDUSTRIES,  AS  EDA  HAS  DONE  IN  THE  PAST.  MY  OBJECTIVE  WOULD  BE  TO 
DEMONSTRATE  THAT  THE  PRUDENT  AND  CONSERVATIVE  PROJECTED  LOSS  RATE 
USED  TO  PROJECT  $269  MILLION  IN  GUARANTEED  LOANS  FROM  $50  MILLION  IN 
BUDGET  AUTHORITY  COULD  BE  SIGNIFICANTLY  REVISED  IN  FUTURE  YEARS, 
BASED  UPON  A  MORE  FAVORABLE  SHOWING  BY  EDA  IN  THIS  PROGRAM. 

EDA'S  BUDGET  REQUEST  FOR  FISCAL  YEAR  1995  DOES  NOT  INCLUDE 
FUNDING  FOR  THE  TRADE  ADJUSTMENT  ASSISTANCE  PROGRAM.  THIS  DECISION 
DOES  NOT  REFLECT  A  VIEW  THAT  BUSINESS  AND  TECHNICAL  ASSISTANCE  FOR 
TRADE-IMPACTED  MANUFACTURERS  IS  UNIMPORTANT,  NOR  A  VIEW  THAT  THE 
TRADE  ADJUSTMENT  ASSISTANCE  CENTERS  ARE  INEFFECTIVE.  RATHER  THE 
ELIMINATION  OF  THIS  PROGRAM  REFLECTS  THE  KIND  OF  HARD  BUDGET 
CHOICES  WHICH  ALWAYS  HAVE  TO  BE  MADE,  AND  EDA'S  VIEW  THAT  THIS 
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CAN  BE  PROVIDED  THROUGH  EDA'S  EXISTING  LARGER  NETWORK  OF 
UNIVERSITY  CENTERS  AND  NIST'S  EMERGING  NETWORK  OF  MANUFACTURING 
EXTENSION  CENTERS. 

AUTHORIZING  LEGISLATION 

CLOSELY  ALIGNED  WITH  THE  EDA  FY  1995  BUDGET  REQUEST  IS 
REAUTHORIZATION  OF  EDA.  OVER  THE  LAST  TWELVE  YEARS,  THE  AGENCY  HAS 
BEEN  THE  TARGET  OF  ELIMINATION.  AS  A  RESULT,  THE  PUBLIC  WORKS  AND 
ECONOMIC  DEVELOPMENT  ACT  (PWEDA)  OF  1965  HAS  NOT  BEEN  AMENDED 
SIGNIFICANTLY  SINCE  1981.  THE  LEGISLATIVE  PACKAGE  TRANSMITTED  TO 
CONGRESS  ON  FEBRUARY  2,  1994  INCLUDES  A  NUMBER  OF  TECHNICAL  CHANGES 
AND  AN  ADMINISTRATION  REQUEST  TO  PROVIDE  THE  ADMINISTRATION  WITH 
AN  OPPORTUNITY  TO  CONTINUE  TO  WORK  WITH  THE  CONGRESS  DURING  FY  1995 
TO  REVITALIZE  AND  RE-TOOL  EDA  AS  AN  ECONOMIC  ENGINE  FOR  THE  FUTURE. 
THE  CURRENT  EDA  LEGISLATIVE  PACKAGE  PROPOSES  TO: 

•PROVIDE  FOR  A  CONSOLIDATED  AND  COORDINATED  SET  OF  PROGRAM 
AUTHORITIES  UNDER  A  LIMITED  NUMBER  OF  TITLES  THAT  WOULD  ALLOW 
FOR  SIMPLIFIED  AND  STRENGTHENED  DELIVERY  OF  EDA  PROGRAMS  TO 
THE  NATION'S  ECONOMICALLY  DISTRESSED  RURAL  AND  URBAN 
COMMUNITIES; 
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•RECOGNIZE  THAT  ECONOMICALLY  DISTRESSED  AREAS  REQUIRE  SPECIAL 
ATTENTION  AND  PROGRAMS  OF  SUSTAINED  AND  TARGETED  AID  TO 
ALLOW  PRIVATE  SECTOR  INVESTMENT  AND  JOBS; 


•RESULT  IN  A  MORE  CUSTOMER-ORIENTED  FOCUS  FOR  EDA  BY 
ELIMINATING  SOME  CUMBERSOME  REQUIREMENTS; 

•  FACILITATE  THE  AWARD  OF  GRANTS,  AND  REDUCE  TIME  FRAMES  FOR 
PROCESSING  AND  APPROVING  GRANTS  AND  LOANS; 

•UPDATE  THE  PWEDA  BY  ELIMINATING  REDUNDANT  REQUIREMENTS 
ALREADY  COVERED  BY  EXECUTIVE  ORDERS,  AND  OTHER  LAWS  AND 
REGULATIONS; 

•IMPROVE  PROGRAM  MANAGEMENT  BY  PROVIDING  MORE  FLEXIBILITY 
AND  CREATIVITY  TO  DEAL  WITH  CHANGES  THAT  MAY  OCCUR  IN  THE     ^ 
POST-AWARD  PERIOD;  -j 

•ELIMINATE  OUTDATED  AND  UNNEEDED  STRUCTURES,  SUCH  AS 
ADVISORY  COMMITTEES  AND  STUDY  BOARDS;  AND 
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•ENSURE  EDA  HAS  THE  AUTHORITY  TO  INSTITUTE  A  GUARANTEED  LOAN 
PROGRAM  WHICH  COMPLIES  WITH  THE  FEDERAL  CREDIT  REFORM  ACT  OF 
1990. 

CONCLUSION 

BY  WAY  OF  CONCLUSION,  MR.  CHAIRMAN,  PLEASE  ALLOW  ME  TO  BE 
BRIEF  AND  TO  THE  POINT.  EDA  HAS  A  TREMENDOUS  OPPORTUNITY  TODAY,  FOR 
THE  FIRST  TIME  IN  WELL  OVER  A  DECADE,  TO  MOVE  TO  THE  HEART  OF  THE 
EFFORTS  OF  THE  ADMINISTRATION  TO  AGGRESSIVELY  AND  AFFIRMATIVELY 
UTILIZE  PUBLIC  POLICIES  AND  PUBLIC  INVESTMENTS  TO  PROMOTE  AMERICA'S 
ECONOMIC  RENEWAL.  AMERICA'S  MOST  ECONOMICALLY  NEEDY  COMMUNITIES 
WILL  BE  THE  BENEFICLMUES  IF  EDA  IS  SUCCESSFUL  IN  SEIZING  THIS 
OPPORTUNITY;  EDA  MUST  ENSURE  THAT  THE  GROWING,  GLOBALLY 
COMPEimVE  SECTORS  OF  THIS  ECONOMY  PROVIDE  BENEFIT  TO  THOSE  AREAS 
OF  THE  COUNTRY  WHICH  HAVE  BEEN  TOO  LONG  OUTSIDE  THE  MAINSTREAM  OF 
ECONOMIC  GROWTH.  TO  SEIZE  THIS  OPPORTUNITY,  EDA  MUST  (i)  CONTINUE  IN 
ITS  TRADITIONAL  ROLE  OF  INVESTING  IN  PUBUC  WORKS  PROJECTS  AS  A  VERY 
IMPORTANT  MEANS  OF  PROMOTING  THE  FUTURE  ECONOMIC  VITALITY  AND 
COMPETITIVENESS  OF  MAJOR  AREAS  OF  THE  COUNTRY,  (u)  EMBARK  ON  NEW 
DIRECTIONS  WHICH  WILL  SERVE  NEWLY  DISTRESSED  AREAS  AND  WHICH  WILL 
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ENABLE  DISTRESSED  AREAS  TO  RESPOND  TO  THE  ECONOMIC  DYNAMICS  OF  THE 
1990S  AND  BEYOND.  AND  (iii)  IMPROVE  OUR  DELIVERY  OF  SERVICES  SO  THAT  WE 
ARE  BETTER  AT  DOING  WHAT  WE  DO.  I  BELIEVE  THAT  THE  BUDGET  REQUEST 
PRESENTED  TO  YOU  TODAY  WILL  ENABLE  US  TO  MAKE  PROGRESS  IN  ALL  OF 
THESE  AREAS. 

BEFORE  WE  ADDRESS  QUESTIONS  FROM  THE  SUBCOMMITTEE,  I  WOULD 
LIKE  TO  INTRODUCE  EDA  PERSONNEL  ACCOMPANYING  ME  TODAY:  WILBUR  F. 
HAWKINS,  DEPUTY  ASSISTANT  SECRETARY  FOR  ECONOMIC  DEVELOPMENT; 
PEDRO  R.  GARZA,  DEPUTY  ASSISTANT  SECRETARY  FOR  PROGRAM  OPERATIONS; 
CHESTER  J.  STRAUB,  JR.,  DEPUTY  ASSISTANT  SECRETARY  FOR  PROGRAM 
SUPPORT;  JOSEPH  LEVINE,  CHIEF  COUNSEL;  DEBORAH  SIMMONS,  ACTING 
BUDGET  OFHCER;  AND  ELLA  RUSINKO,  DIRECTOR  FOR  CONGRESSIONAL  AND 
INTERGOVERNMENTAL  AFFAIRS.   THANK  YOU,  MR.  CHAIRMAN. 
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Mr.  MOLLOHAN.  We  welcome  your  fine  staff  here  today. 
Mr.  Ginsberg.  Thank  you. 

DEFENSE  CONVERSION 

Mr.  MoLLOHAN.  Mr.  Ginsberg,  I  appreciate  your  presentation, 
and  the  numbers  that  we  received  earUer  would  suggest  that  EDA 
is  really  gearing  up  for  defense  conversion.  Is  that  a  fair  state- 
ment? 

Mr.  Ginsberg.  That  is  a  fair  statement,  Mr.  Chairman,  yes. 

Mr.  MOLLOHAN.  First  of  all,  are  you  receiving  any  money  at  all 
from  the  Department  of  Defense  for  defense  conversion  activities? 

Mr.  Ginsberg.  Well,  we  do  work  closely  with  the  Office  of  Eco- 
nomic Adjustment  in  the  Defense  Department,  Mr.  Chairman. 

Mr.  MOLLOHAN.  What  is  their  budget? 

Mr.  Ginsberg.  I  am  not  certain. 

Mr.  MOLLOHAN.  What  do  you  do  with  them  or  for  them? 

Mr.  Ginsberg.  Well,  we  work  together  in  the  field  in  commu- 
nities that  are  impacted  by  base  closures.  The  focus  of  the  Office 
of  Economic  Adjustment  is  base  closures;  and  the  Office  of  Eco- 
nomic Adjustment  funds  planning,  particularly  around  reuse  of 
base  facilities.  We  work  closely  in  those  efforts  to  assist  commu- 
nities in  broader  planning  for  economic  diversification  in  the  com- 
munity as  a  whole,  and  to  provide  funds  for  various  ways  of  imple- 
menting base  reuse  plans. 

SHARED  RESOURCES  WITH  DEFENSE 

Mr.  MOLLOHAN.  So  do  you  share  resources  in  your  efforts  to  tran- 
sition communities  from  defense-related  activities  to  other  activi- 
ties? 

Mr.  Ginsberg.  In  prior  fiscal  years,  we  received  funds  from  the 
Department  of  Defense  Office  of  Economic  Adjustment;  I  believe  in 
fiscal  years  1992  and  1993. 

Mr.  MOLLOHAN.  What  were  the  dollar  amounts  of  those  trans- 
fers? 

Mr.  Ginsberg.  It  was  a  total  of  $130  million;  $50  million  in  fiscal 
year  1992  and  $80  million  in  fiscal  year  1993. 

Mr.  MOLLOHAN.  And  you  administered  those  funds? 

Mr.  Ginsberg.  That  is  correct.  Those  were  received  from  DOD. 

Mr.  MOLLOHAN.  Do  you  anticipate  having  a  like  transfer  in  fiscal 
year  1995? 

Mr.  Ginsberg.  We  have  no  anticipation  of  such  a  transfer,  no. 

Mr.  MOLLOHAN.  You  do  not  believe  it  is  going  to  occur? 

Mr.  Ginsberg.  We  do  not. 

Mr.  MOLLOHAN.  Have  you  been  in  communication  with  the  De- 
fense Department  about  that? 

Mr.  Ginsberg.  I  have  not  personally  had  conversations  with  the 
Defense  Department  about  that,  but  we  did  not  have  that  in  fiscal 
year  1994,  nor  do  we  anticipate  that  in  1995. 

Mr.  MOLLOHAN.  Oh,  you  do  not  have  any  of  those  funds  in  1994? 

Mr.  Ginsberg.  We  have  Defense  funds  available  to  us  now,  but 
these  were  received  in  fiscal  years  1992  and  1993.  There  were  no 
transfers  from  current  year  funds. 

Mr.  MOLLOHAN.  I  see.  So  in  1992  and  1993,  you  had  defense  con- 
version dollars,  which  came  from  the  defense  appropriation  bill? 
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Mr.  Ginsberg.  Correct. 

Mr.  MOLLOHAN.  In  1994  and  1995,  EDA  will  need  to  come  up 
with  those  dollars;  is  that  correct? 

Mr.  Ginsberg.  That  is  correct. 

Mr.  MOLLOHAN.  They  are  dollars  for  the  same  programs,  is  that 
correct? 

Mr.  Ginsberg.  Yes. 

Mr.  MOLLOHAN.  Does  that  explain  the  huge  increase  in  your  re- 
quest for  defense  conversion? 

Mr.  Ginsberg.  I  think  the  increase  is,  to  some  degree,  a  function 
of  that.  It  is  also  a  function  of  the  fact  that  we  anticipate  that  addi- 
tional bases  are  being  closed.  We  anticipate  that  activity  which  has 
been  rising  on  an  annual  basis  will  continue  to  rise  through  fiscal 
year  1995. 

Mr.  MOLLOHAN.  And  if  you  are  going  to  be  in  the  business  of  de- 
fense conversion,  you  are  going  to  have  to  get  the  money  in  your 
accounts,  because  you  are  not  going  to  get  it  from  the  defense 
budget,  is  that  correct? 

Mr.  Ginsberg.  That  is  correct. 

shift  of  eda  resources 

Mr.  MOLLOHAN.  What  would  you  say  to  the  people — and  there 
are  some  around,  believe  it  or  not — ^who  have  expressed  concern 
that  this  represents  a  shift  of  such  quantity  of  your  resources  as 
to  change  the  qualitative  nature  of  EDA's  programs? 

Mr.  Ginsberg.  Well,  I  wouldn't  agree  with  that.  This  certainly 
represents  a  focus  within  the  EDA  and  within  the  Administration 
on  the  changing  nature  of  the  defense  budget. 

Mr.  MOLLOHAN.  Do  you  think  it  also  reflects  to  some  degree  a 
lack  of  concern,  at  least  to  the  extent  that  you  are  asking  for  less 
money  in  the  traditional  Economic  Development  Administration 
programs,  for  traditional  economic  development  problems? 

Mr.  Ginsberg.  No,  I  don't.  I  believe  that  it  does  not  reflect  that, 
and  there  are  seversd  reasons  why  I  say  that.  I  am,  in  fact,  trying 
to  ascertain  the  degree  to  which  this  bears  out  from  the  history. 

Mr.  MOLLOHAN.  I  am  sorry.  I  didn't  hear  that.  Could  you  repeat 
that? 

Mr.  Ginsberg.  Well,  let  me  go  on,  and  then  I  will  repeat  myself. 
The  availability  of  additional  funds  in  what  we  call  our  Defense 
Conversion  Activities  provides  us  with  additional  resources  to  as- 
sist defense-impacted  communities  in  their  economic  adjustment 
activities.  This,  in  turn,  makes  available  other  program  funds  for 
nondefense-impacted  communities  to  a  greater  degree,  because  as 
a  matter  of  policy,  we  are  not  spending  nondefense  conversion  mon- 
ies for  defense-eligible  activities. 

stretching  public  works 

Mr.  MOLLOHAN.  How  does  getting  more  money  into  defense  con- 
version give  more  money  to  Public  Works  grants  when  you  are  re- 
questing almost  $30  million  less  in  that  category?  I  do  not  follow 
that  logic. 

Mr.  Ginsberg.  What  I  am  suggesting  is  that  the  Public  Works 
pool  of  funds  allocated  on  a  regional  basis  will  go  further  for 
nondefense-impacted  communities  because  we  do  not  anticipate 
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spending  significant  amounts  of  that  money  in  defense-impacted 
communities. 

Mr.  MOLLOHAN.  Well,  are  you  spending  significant  amounts  of 
that  money?  Let's  see,  in  1994  you  had  $160  million  appropriated 
for  Public  Works  grants,  is  that  correct? 

Mr.  Ginsberg.  That  is  correct. 

PUBLIC  WORKS  AND  DEFENSE  CONVERSION 

Mr.  MoLLOHAN.  And  you  had  $80  million  appropriated  for  de- 
fense conversion  programs?  Are  you  spending  some  of  this  $160 
million  for  defense  conversion? 

Mr.  Ginsberg.  No. 

Mr.  MOLLOHAN.  Well,  then  how  are  you  going  to  have  more 
money  available  for  Public  Works  if  you  are  increasing  Defense 
Conversion  and  you  are  decreasing  Public  Works?  Your  rationale, 
as  I  understood  it,  was  that  you  would  not  have  to  spend  the  Public 
Works  money  on  conversion,  but  you  just  said  you  aren't  spending 
any  money  on  Defense  Conversion.  So  how  does  that  make  more 
money  for  Public  Works? 

Mr.  Ginsberg.  What  I  mean  to  suggest  is  that  the  Defense  Con- 
version money  that  we  have  spent  for  infrastructure  improvement 
activities  in  defense-impacted  communities  means  that  regular 
Public  Works  funds  do  not  need  to  be  spent  in  defense-impacted 
communities. 

Mr.  Mollohan,  So  you  are  going  to  spend  the  Public  Works 
money,  for  Public  Works-type  grants  in  the  defense  communities? 

Mr.  Ginsberg.  No,  no.  I  am  sorry.  I  am  not  making  myself  clear. 

Mr.  Mollohan.  I  am  probably  mishearing  this.  And  probably 
misreading  these,  but  I  am  interested  to  see  how  you  sort  that  out. 

Mr.  Ginsberg.  Let  me  try  that  again.  As  a  matter  of  policy,  we 
are  not  spending  Defense  Conversion  funds  in  nondefense-impacted 
areas. 

Mr.  Mollohan.  Okay. 

Mr.  Ginsberg.  Let  me  try  that  again. 

Mr.  Mollohan.  I  am  with  you  so  far. 

Mr,  Ginsberg.  The  basic  point  is  this:  We  believe,  and  I  am  re- 
constructing the  history  now  to  see  whether  the  past  history  shows 
this  to  be  the  case,  that  by  having  additional  Defense  Conversion 
monies  available  to  do  various  activities  in  defense-impacted  com- 
munities, including  a  significant  amount  of  infrastructure  improve- 
ment-type activities  in  defense-impacted  communities,  that  this 
frees  up  more  Public  Works  money  for  infrastructure  investments 
in  nondefense-impacted  communities  within  each  region. 

Mr.  Mollohan.  Are  you  spending  Public  Works  grant  money  in 
Defense  Conversion  areas  now? 

Mr.  Ginsberg.  We  do  not  have  a  flat  policy  prohibition  on  spend- 
ing Public  Works  activities  in  defense-impacted  areas,  but  we  are 
reviewing  that  issue  now,  because  I  want  to  make  sure  that  we  are 
not,  in  fact,  shortchanging  nondefense-impacted  communities  as 
well. 

Mr.  Mollohan.  Did  that  answer  my  question? 

Mr.  Ginsberg.  I  attempted  to. 

Mr.  Mollohan.  My  question  was,  are  you  spending  Public  Works 
money  in  defense  impacted  communities? 
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Mr.  Ginsberg.  I  would  have  to  check  on  fiscal  year  1994  and  ex- 
actly what  the  record  is  on  that  before  I  give  a  definitive  answer 
on  that  question. 

Mr.  MOLLOHAN.  How  about  1992  and  1993? 

Mr.  Ginsberg.  We  can  check  that  as  well. 

Mr.  MoLLOHAN.  You  do  not  know  the  answer  to  that  question? 

Mr.  Ginsberg.  I  know  that  as  a  matter  of  policy,  it  is  our  prac- 
tice to,  in  defense-impacted  areas,  to  use  Defense  Conversion  funds 
as  a  first  priority,  but  I  don't  want  to  say  definitively  that  we 
haven't  spent  any  Public  Works  money  in  those  communities  with- 
out knowing  that  to  be  the  case. 

[The  information  follows:! 
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COUNTIES  RECEIVING  DEFENSE  ADJUSTMENT  FUNDS  AS  OF  MAY  5.  1994 

The  following  listing  shows  counties  for  which  EDA  has  determined  Defense -impact  eligibility  in 
response  to  requests  for  EDA  defense  adjustment  assistance.  The  listing  covers  tiase  closures, 
defense  contract  cutbacks,  and  Department  of  Energy  defense- related  cutbacks 

Additional  counties  will  continually  be  added  to  this  listing  as  other  affected  communities  request 
defense  adjustment  assistance  and  EDA  confirms  their  eligibility  to  participate  in  defense  funding. 

Defense  Impacted  Communities  (Counties)  Receiving  Public  Works  Funds 
(Dollars  in  thousands) 


Total 

FY  1991 

FY  1992 

FY  1993 

FY  1994 

Total 

State 

County 

Def.  Adj. 

Public  Works 

Public  Works 

Public  Works 

Public  Works 

Public  Works 

AZ 

Maricopa 

588 

0 

0 

0 

0 

0 

AR 

Mississippi 

1,963 

0 

0 

0 

0 

0 

Sebastian 

1,163 

990 

0 

0 

0 

990 

CA 

Alameda 

150 

0 

0 

0 

0 

0 

Los  Angeles 

12,870 

647 

0 

0 

0 

647 

Merced 

4,500 

0 

0 

0 

0 

0 

Monterey 

2,500 

0 

1,282 

0 

0 

1,282 

Sacramento 

225 

0 

0 

0 

0 

0 

San  Bernardino 

6,825 

0 

300 

0 

0 

300 

San  Diego 

5,780 

0 

0 

0 

1,290 

1,290 

CO 

Denver 

113 

0 

0 

0 

0 

0 

Jefferson 

113 

0 

0 

0 

0 

0 

CT 

Hartford 

113 

0 

0 

0 

0 

0 

New  London 

3,000 

0 

0 

0 

0 

0 

ID 

Bonneville 

4,500 

0 

0 

0 

990 

990 

IL 

Champaign 

2,500 

0 

0 

0 

0 

0 

IN 

Clark 

33 

0 

0 

0 

0 

0 

Marion 

200 

0 

0 

0 

0 

0 

LA 

Rapides 

1,225 

0 

0 

980 

0 

980 

Webster 

791 

0 

0 

0 

0 

0 

ME 

Aroostook 

1,590 

0 

1,500 

0 

0 

1,500 

Sagadahoc 

200 

0 

0 

0 

0 

0 

York 

50 

0 

0 

0 

0 

0 

MD 

Wicomico 

1,000 

0 

0 

0 

0 

0 

Baltimore  City 

184 

0 

0 

0 

0 

0 

MA 

Suffolk 

2,000 

0 

0 

1,000 

0 

1,000 

Worcester 

825 

0 

0 

1,125 

1,000 

2,125 

Ml 

Iosco 

9,718 

0 

1,213 

0 

0 

1,213 

MS 

Harrison 

1,500 

0 

0 

0 

688 

688 

MO 

St.  Louis  City 

6,700 

0 

420 

0 

0 

420 

MT 

Hill 

320 

0 

0 

0 

0 

0 

Roosevelt 

412 

0 

0 

0 

0 

0 

NH 

Rockingham 

3,225 

0 

0 

0 

370 

370 

NY 

Broome 

145 

0 

0 

0 

0 

0 

Nassau 

4,560 

0 

0 

0 

0 

0 

Onandaga 

1,950 

0 

0 

0 

0 

0 

ND 

Benson 

1,275 

0 

0 

0 

0 

0 

PA 

Dauphin 

2,750 

0 

0 

0 

0 

0 

Philadelphia 

2,700 

0 

0 

0 

0 

0 

Rl 

Washington 

3,500 

0 

0 

0 

0 

0 

SC 

Aiken 

1,250 

0 

0 

0 

0 

0 

Berkeley 

1,000 

0 

0 

0 

0 

0 

Pennington 

75 

0 

0 

0 

0 

0 

TX 

Bee 

4,163 

0 

0 

0 

0 

0 

Travis 

172 

0 

0 

0 

0 

0 

VA 

Chesapeake 

113 

0 

0 

0 

0 

0 

Lynchburg 

1,500 

0 

0 

0 

0 

0 

Newport  Navs 

1,800 

0 

0 

0 

0 

0 

WA 

King 

387 

0 

0 

1,320 

0 

1,320 

WV 

Mineral 

27 

0 

0 

0 

0 

0 

TOTAL 

104,243 

1,637 

4,715 

4,425 

4,338 

15,115 
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DEFENSE  CONVERSION  IN  NONDEFENSE  COMMUNITIES 

Mr.  MOLLOHAN.  Have  you  spent  any  Defense  Conversion  money 
in  nondefense  conversion  communities? 

Mr.  Ginsberg.  For  Defense  Conversion  monies  to  be  used,  there 
needs  to  be  a  showing  of  a  nexus  between  the  project  that  is  pro- 
posed, and  either  a  base  closure  or  contractor  cutback.  So  in  a  com- 
munity that  didn't  have  defense  impacts,  no,  we  would  not  be 
spending  Defense  Conversion  funds. 

Mr.  MOLLOHAN.  Okay.  Well,  I  guess  you  get  a  sense  of  my  con- 
cern, I  think  other  members  on  the  Subcommittee  share  my  con- 
cern. I  will  probably  come  back  to  this  in  some  other  questions,  but 
I  am  going  to  yield  to  Mr.  Rogers. 

Mr.  Rogers.  Thank  you,  Mr.  Chairman.  Mr.  Ginsberg,  welcome. 

Mr.  Ginsberg.  Thank  you.  Congressman  Rogers. 

conference  report  prohibition  on  public  works  in  defense 

conversion 

Mr.  Rogers.  Let  me  follow  up  with  that  line  of  questioning.  In 
fact,  this  was  an  issue  last  year  in  our  subcommittee,  as  I  know 
Mr.  Mollohan  remembers.  When  we  got  to  conference  with  the  Sen- 
ate, it  became  such  an  issue  as  to  whether  or  not  traditional  public 
works  monies  were  being  used  in  defense  conversion  communities 
for  public  works  projects. 

We  wrote  a  prohibition  into  the  conference  report  on  page  68  of 
the  conference  report,  and  I  will  paraphrase,  that  the  monies  pro- 
vided in  the  traditional  public  works  category  would  not  be  used 
for  the  defense  conversion  activities,  and  that  monies  provided  for 
defense  conversion  or  for  grants  and  assistance  necessary  to  assist 
communities  adversely  impacted  by  DOD  and  DOE  contract  reduc- 
tions and  installations  and  closures.  So  we  segregated,  in  effect, 
those  two  monies.  So  if  they  are  being  cross-utilized,  it  is  contrary 
to  the  instructions  of  the  Congress.  You  are  saying  it  is  not  hap- 
pening? 

Mr.  Ginsberg.  I  am  sa3dng  to  my  knowledge,  it  isn't  happening. 
Let  me  try  to  be  clear  on  what  the  policy  has  been.  My  understand- 
ing of  the  policy  at  EDA  since  the  time  of  that  conference  report. 
Congressman,  has  been  that  we  will  not  use  and  have  not  used 
nondefense  funds,  i.e.  public  works  funds,  to  fund  defense-eligible 
projects. 

Mr.  Rogers.  Well,  I  understand  your  theory.  You  are  in  effect 
saying  to  us,  that  by  spending  monies  in  the  defense  conversion 
areas  for  public  works  projects,  they  will  not  need  monies  from  the 
traditional  public  works  category  which  will  make  more  of  that 
available  for  the  rest  of  us.  Is  that  essentially  what  you  are  saying? 

Mr.  Ginsberg.  For  nondefense  impacted  areas,  right. 

Mr.  Rogers.  I  think  it  is  a  theory  only,  because  I  think  those  de- 
fense areas  are  going  to  soak  up  that  money  quickly. 

Mr.  Ginsberg.  I  have  asked  for  a  study  within  EDA  of  the  im- 
pact of  defense  conversion  allocations  on  nondefense  impacted 
areas,  to  take  the  theory  and  show  what  kind  of  practical  impact 
it  has  had  in  terms  of  the  allocation,  particularly  on  Public  Works 
funds,  since  we  started  receiving  defense  conversion  monies  in  fis- 
cal year  1992.  And  I  think  the  question  that  we  need  to  get  to,  as 
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a  matter  of  policy  at  EDA,  depending  on  the  results  of  that  study, 
would  be  whether  we,  in  fact,  should  give  a  preference  in  the  allo- 
cation of  public  works  funds  for  nondefense  impacted  areas. 

As  a  matter  of  policy,  EDA  has  not  gotten  to  that  point  yet,  but 
if  we  are  not  seeing  a  measurable  impact  of  the  kind  that  I  am 
theorizing  should  have  occurred,  we  may  well  get  to  that  point  in 
terms  of  how  we  allocate  our  nondefense  conversion  funds,  i.e., 
Public  Works  funds. 

REQUEST  TO  OMB 

Mr.  Rogers.  What  was  your  total  request  to  OMB? 

Mr.  Ginsberg.  Let  me  just  confer  on  that  for  a  moment,  if  I  can. 
On  the  defense  conversion  funds.  Congressman,  or  total? 

Mr.  Rogers.  The  total  request. 

Mr.  Ginsberg.  It  was  $430  million  which  includes  $33.7  million 
for  salaries  and  expenses. 

Mr.  Rogers.  So  they  gave  you  exactly  what  you  wanted. 

Mr.  Ginsberg.  Yes,  just  about. 

Mr.  Rogers.  And  what  about  for  defense  conversion?  Did  you  re- 
quest $140? 

Mr.  Ginsberg.  The  request  was  larger  than  that.  It  was  $206 
million. 

Mr.  Rogers.  $206  million? 

Mr.  Ginsberg.  Yes. 

Mr.  Rogers.  And  what  did  you  request  for  the  regular  EDA  Pub- 
lic Works  category? 

Mr.  Ginsberg.  $135  million. 

Mr.  Rogers.  And  for  sudden  and  severe? 

Mr.  Ginsberg.  $19  million. 

Mr.  Rogers.  And  what  else  did  you  request?  How  about  the  loan 
guarantee? 

Mr.  Ginsberg.  Yes.  The  same.  $50  million  under  program  au- 
thority for  loan  guarantees. 

Mr.  Rogers.  That  is  what  you  requested  of  OMB? 

Mr.  Ginsberg.  Yes.  Oh,  I  am  sorry.  That  is  a  misstatement.  Con- 
gressman. I  apologize.  We  did  not  request  loan  guarantees  to  OMB. 
That  came  up  in  discussions  with  OMB. 

Mr.  Rogers.  That  was  an  OMB  initiative? 

Mr.  Ginsberg.  Yes. 

Mr.  Rogers.  Who  over  there  was  advocating  the  new  loan  pro- 
posal? 

Mr.  Ginsberg.  It  was  Mr.  Christopher  Edley,  who  is  a  Program 
Director  at  OMB,  in  discussions  with  the  Office  of  Policy  and  Stra- 
tegic Planning  at  the  Commerce  Department. 

Mr.  Rogers.  So  they  gave  you  practically  all  you  wanted  except 
they  didn't  give  you  anywhere  near  what  you  wanted  for  defense 
conversion.  You  wanted  another  $110  million  for  defense  conver- 
sion, right? 

Mr.  Ginsberg.  That  is  correct. 

[Clerk's  note. — Subsequent  to  this  hearing,  the  following  cor- 
rection was  provided:] 

The  Department  requested  an  additional  $65.8  million,  not  $110  million  for  de- 
fense conversion.  Please  see  the  following: 
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Defense  Ecxxiomic  Investment  Request 

In  its  budget  to  0MB.  the  Economic  Development  Administration  requested  a  total  of 
$205.8  million  for  Defense  Economic  Investment.  This  was  $65.8  million  more  than  our 
request  to  Congress — not$1 10  million  as  mentioned  above.  The  following  table 
provides  a  detailed  comparison  of  EDA's  request  to  0MB  and  Congress. 


DEPARTMENT  OF  COMMERCE 

Economic  Development  Administration 

FY  1995  Request  to  OMB  and  Congress 

(Dollars  in  thousands) 


Salaries  and  expenses 

1995  OMB  Request 

1995  Congressional 

Positions     Request 

Positions 

Request 

375          33.723 
0                  0 

135.385 

358 
14 

32.647 
51,976 

130.924 

Economic  Dev.  Guar.  Loans: 

Economic  dev.  asst  proqram: 

Public  works 

Districts 
Indians 
States 
Urban 
Subtotal.  Planning 

17.759 
2,964 
1.975 
2.638 

... 

18,577 
2.904 
1.935 
2.584 

25.336 

... 

26.000 

Local  technical  assistance 
National  technical  assistance 
University  centers 
Subtotal,  technical  asst. 

1,200 
1.650 
7.570 

... 

1.500 
1.530 
7.570 

10.420 

10.600 

Research  and  evaluation 

500 

... 

500 

Trade  adjustment  assistance 

0 

... 

0 

Special  econ.  dev.  and  adj. 

19.075 

19.000 

Defense  economic  investment 

Subtotal.  EDAP 
TOTAL,  EDA 

...        205.824 

140.000 

...        396,540 

327.024 

375       430.263 

372 

411,647 

Loan  Guarantee  Authority 

[...] 

... 

[269.000] 
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Mr.  Rogers.  Why  did  they  cut  that  back? 

Mr.  Ginsberg.  I  think  it  had  to  do  with  overall  limitations  on 
budget  authority,  and  also  an  attempt  to  shift  resources  into  loan 
guarantees  as  a  way  to  leverage  more  economic  activity  from  the 
investment  of  Federal  dollars. 

MILITARY  BUDGET  VERSUS  EDA  BUDGET 

Mr.  Rogers.  Why  shouldn't  these  defense  conversion  projects  be 
done  by  the  military  budget  as  opposed  to  the  civilian  budget  that 
we  are  dealing  with  here?  After  all,  these  are,  I  gather,  problems 
caused  by  the  militar^s  activities  or  lack  thereof;  is  that  right? 

Mr.  Ginsberg.  They  are,  both  by  way  of  base  closures  and  also 
broader  economic  impacts  from  defense  contract  reductions. 

Mr.  Rogers.  Why  should  the  rest  of  the  country's  very  important 
infrastructure  needs  suffer  because  of  activities  in  smaller  number 
of  military-impacted  communities?  Shouldn't  that  be  a  military  de- 
fense budget  item  rather  than  affecting  the  rest  of  us  with  our 
problems? 

Mr.  Ginsberg.  I  think  not,  £ind  let  me  try  to  answer  that  ques- 
tion separately,  if  I  may.  I  think  the  issues  that  are  being  faced  in 
the  defense-impacted  communities  are  classic  structural  economic 
adjustment  issues.  These  are  communities  that  have  relied  on  mili- 
tary bases  and  military  contractors  for  economic  activity  for  many 
years,  and  in  some  cases  for  several  generations. 

The  challenges  that  those  communities  are  facing  in  terms  of 
planning,  not  only  for  reuse  of  the  facilities  themselves,  but  also  for 
diversification  of  the  economy  as  a  whole,  really  are  economic  de- 
velopment issues,  and  I  believe  are  best  tackled  by  an  economic  de- 
velopment agency.  The  military  obviously  has  other  priorities  and 
focuses  in  other  areas.  These  are  issues,  to  me,  of  private  sector 
economic  activity  and  growth. 

I  think  the  second  half  of  your  question,  Congressman,  and  the 
second  half  of  the  answer  relates  to  the  degree  to  which  other  com- 
munities in  the  country  are  suffering  from  intrastructure  needs, 
and  I  would  certainly  agree  that  other  communities  in  the  country 
should  not  suffer  in  terms  of  the  allocation  of  resources.  It  is  my 
intention  to  try  to  see  that  it  does  not  happen  with  the  budget  au- 
thority that  we  have.  As  I  said,  including  the  possibility  of  changes 
in  policies  with  respect  to  the  allocation  of  these  nondefense  con- 
version funds,  I  will  attempt  to  see  that  this  does  not  happen. 

NUMJER  OF  defense  IMPACTED  COMMUNITIES 

Mr.  Rogers.  Well,  how  many  defense  communities  are  we  talk- 
ing about  being  impacted  by  this  program? 

Mr.  Ginsberg.  I  don't  know  the  total  number.  Do  we  have  that? 

Mr.  Rogers.  Are  we  talking  about  20,  15,  a  dozen? 

Mr.  Ginsberg.  Let  me  try  to  get  that  for  you. 

Well,  extrapolating  from  the  data  we  have  on  base  closures,  be- 
ginning in  1991  and  extrapolating  forward  to  1997,  this  table 
shows  that  57  base  closures  are  currently  scheduled.  The  impacts 
are  broader,  and  the  number  of  defense-impacted  communities  is 
larger,  because  we  are  also  addressing  areas  that  have  been  im- 
pacted not  by  base  closures,  but  by  cutbacks  in  military  spending 
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with  major  defense  contractors,  which  in  some  cases  has  as  broad 
or  even  broader  economic  impact  than  the  closure  of  bases. 

We  will  certainly  get  for  you,  Congressman,  a  detailed  listing  of 
how  many  impacted  communities  there  are. 

[The  information  follows:] 
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COMMUNITIES  IMPACTED  BY  DEFENSE  CLOSURE 

Attached  is  a  list  of  military  bases  closed  as  well  as  the  major 
base  realignments  resulting  from  the  first  three  rounds  of  base 
closures  and  the  Department  of  Energy  defense  weapons  sites  that 
are  experiencing  downsizing.   We  point  out  that  associated  with 
each  base  closure  are  often  many  nearby  communities  and  political 
jurisdictions  whose  economies  have  become  dependent  to  a 
significant  degree  on  defense-supported  activity. 

For  example,  the  Fort  Ord,  CA  facility  has  contributed  to  the 
economies  of  the  communities  of  Monterey  and  Seaside  to  the  west, 
Salinas  to  the  east,  Marina  to  the  north  and  Monterey  County 
itself.   In  addition,  the  State  of  California  has  a  major  stake 
in  redeveloping  the  economies  around  Fort  Ord  as  well  as  all  of 
the  other  many  communities  in  the  state  affected  by  defense 
downsizing. 

While  the  data  for  base  closures  is  more  readily  available, 
quality  data  on  communities  affected  by  defense  contract 
cancellations  and  reductions  is  much  more  difficult  to  obtain. 
The  cancellation  of  a  single  major  weapon  system  can  ripple 
through  dozens  or  in  some  instances,  hundreds  of  communities, 
each  with  a  varying  degree  of  overall  dependency  on  the 
terminated  defense  work.   A  good  example  is  the  Seawolf  submarine 
contract.   Although  the  vessels  are  assembled  and  launched  in 
Groton,  CT,  significant  components  are  manufactured  in 
communities  throughout  the  United  States  with  a  concentration  in 
many  of  the  New  England  states.   As  an  example,  the  site  of  a 
Babcock  and  Wilcox  facility  that  manufactured  the  nuclear 
powerplants  for  the  canceled  subs  is  in  Lynchburg,  VA.   Although 
EDA  is  responding  to  the  defense  adjustment  needs  of  many  of 
these  communities  that  we  have  gone  to  or  that  have  come  to  us 
seeking  assistance,  the  universe  of  affected  places  is  by  no 
means  limited  to  these. 
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NUMBER  OF  BASE  CLOSINGS  IN  1995 

Mr.  Rogers.  If  I  read  your  chart  correctly,  through  fiscal  year 
1995,  there  will  have  been  35  base  closings;  is  that  right? 

Mr.  Ginsberg.  Yes.  From  those  three  rounds,  that  is  correct. 

Mr.  Rogers.  And  assumedly,  the  money  you  are  asking  for  fiscal 
year  1995  would  cover  no  more  than  those  communities,  right? 

Mr.  Ginsberg.  That  could  be  the  start  of  work  in  some  of  the 
communities  where  the  base  closures  have  been  announced,  but  not 
yet  implemented,  because  we  have  been  working  in  those  commu- 
nities up  to  now.  So  it  could  be  broader  than  that. 

Mr.  Rogers.  Are  you  telling  me  that  if  you  get  this  defense  con- 
version money  that  you  will  not  spend  any  of  the  regular  public 
works  project  monies  in  the  communities  impacted  by  defense  prob- 
lems? 

Mr.  Ginsberg.  Yes. 

Mr.  Rogers.  So  you  are  going  to  segregate  the  two  funds. 

Mr.  Ginsberg.  As  a  matter  of  policy,  yes. 

Mr.  Rogers.  And  what  you  are  saying  to  us  is  that  if  you  do 
that,  the  rest  of  the  country  will  have  more  than  we  had  this  year 
for  our  public  works  projects? 

Mr.  Ginsberg.  Yes.  I  believe  the  Public  Works  funds  will  go  fur- 
ther for  nondefense-impacted  communities,  yes. 

EDA  PROJECT  PIPELINE 

Mr.  Rogers.  Well,  I  sure  hope  so,  because  we  sure  have  a  back- 
log of  cases.  In  fact,  last  year  EDA  requested,  but  did  not  get  a  $94 
million  supplemental  for  public  works  projects,  because  of  the  tre- 
mendous backlog  and  demand  on  the  program.  Most  of  your  1994 
funds  are  being  spent  on  projects  carried  over  from  previous  years, 
not  current  projects. 

In  fact,  few  new  project  applications  are  being  accepted  and  fund- 
ed this  year.  Can  you  tell  us  how  many  projects  you  carried  over 
into  fiscal  year  1994? 

Mr.  Ginsberg.  We  carried  over,  within  public  works,  118  projects 
from  fiscal  year  1993  to  fiscal  year  1994. 

Mr.  Rogers.  And  how  many  will  you  carry  over  in  1995? 

Mr.  Ginsberg.  We  are  projecting  carrying  over  82  projects. 

Mr.  Rogers.  Now,  will  your  1995  funding  request  for  public 
works  be  enough  to  eliminate  all  of  that  backlog  of  projects,  and 
also  meet  the  demands  for  the  new  project  applications  in  1995? 

Mr.  Ginsberg.  Let  me  try,  if  I  may.  Congressman,  to  step  back 
one  second  and  try  to  explain  why  we  have  this  carryover  of 
projects.  We  t3rpically,  and  historically  in  terms  of  the  way  EDA  op- 
erates, want  to  sustain  a  pipeline  of  activity  which  carries  over 
from  one  fiscal  year  to  the  next,  because  a  number  of  projects  fall 
away,  and  even  the  ones  that  go  forward  sometimes  take  a  sub- 
stantial amount  of  time  to  develop.  So  we  do  have  a  significantly 
larger  pipeline  than  we  have  funding  at  any  one  moment,  and  we 
do,  as  a  matter  of  course,  and  have  for  many  years,  invite  on  an 
annual  basis  more  than  the  funds  that  are  appropriated  in  any  sin- 
gle fiscal  year.  So  it  would  not  be  my  anticipation  that  we  would 
eliminate  the  entire  pipeline  during  fiscal  year  1995,  although  it  is 
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certainly  my  hope  that  we  would  make  progress  in  that  direction, 
as  we  have  in  fiscal  year  1994. 

EDA  PIPELINE  FUNDS  CARRIED  OVER 

Mr.  Rogers.  What  is  the  dollar  amount  in  the  pipeline,  of  the 
carryover? 

Mr.  Ginsberg.  At  the  end  of  Fiscal  Year  1993,  it  was  $110  mil- 
lion, and  our  projections  are  that  it  will  be  approximately  $80  mil- 
lion at  the  end  of  Fiscal  Year  1994, 

Mr.  Rogers.  $80  million? 

Mr.  Ginsberg.  Yes. 

Mr.  Rogers.  Well,  that  is  $80  million  worth  of  projects  that  you 
will  not  be  able  to  fund  in  fiscal  1994. 

Mr.  Ginsberg.  That  is  $80  million  worth  of  projects  that  are 
being  processed  and  we  would  be  rel3dng  on  future  year  money  to 
fund. 

Mr.  Rogers.  Yes.  So  your  fiscal  year  1995  request,  then,  for  pub- 
lic works  projects,  will  it  be  sufficient  to  finish  what  is  in  the  pipe- 
line and  to  meet  the  demands  for  this  year? 

Mr.  Ginsberg.  My  projection  would  be  that  we  would  continue 
at  the  end  of  fiscal  year  1995  to  have  a  pipeline  of  projects  in  devel- 
opment and  in  processing,  which  would  be  carried  over  into  Fiscal 
Year  1996. 

Mr.  Rogers.  So  you  would  be  unable  to  fund  all  of  the  projects 
that  need  to  be  funded  in  1995? 

Mr.  Ginsberg.  That  number  was  not  put  together  with  the  ex- 
pectation of  eliminating  the  entire  pipeline  in  Fiscal  Year  1995; 
that  is  correct. 

Mr.  Rogers.  How  can  you  call  for  a  cut  in  Public  Works  funds 
when  you  can't  even  finish  the  backlog  of  projects  that  you  have 
underway,  much  less  the  new  ones  that  will  come  in  this  year? 
How  can  you  do  that? 

Mr.  Ginsberg.  Well,  as  I  said,  our  intention  is  to  maintain  a 
pipeline.  This  is  an  ongoing  issue  from  the  start  of  one  fiscal  year 
to  the  conclusion  of  one  fiscal  year.  The  start  of  another  fiscal  year 
really  doesn't,  in  that  sense,  affect  the  ongoing  pipeline  of  projects. 

Mr.  Rogers.  You  are  talking  about  35  communities  that  would 
likely  be  impacted,  at  most,  by  the  $140  million  that  you  are  re- 
questing for  defense  conversion,  and  you  are  requesting  less  than 
that  for  the  rest  of  the  country. 

Do  you  know  how  many  communities  we  are  talking  about  that 
are  impacted  by  economic  distress  not  related  to  the  defense 
downsizing?  Thousands.  Of  those  communities,  hundreds  are  se- 
verely distressed,  in  desperate  need  of  infrastructure  improvements 
critical  to  economic  development.  I  went  to  some  this  past  weekend, 
waves  about  up  to  here  in  eastern  Kentucky.  They  are  in  an  abso- 
lute terrible  predicament;  one  of  whom  has  been  promised  by  the 
middle  of  this  week  to  attract  a  new  factory,  to  hire  50  or  60  peo- 
ple, and  they  are  elated,  but  they  have  a  severe  infrastructure 
problem,  and  there  is  no  way  to  get  the  funds,  other  than  EDA. 

Now,  likely  they  will  be  loiocked  out  because  of  the  defense  con- 
version in  California.  Grod  bless  California.  But  there  are  also  other 
places  in  this  country  that  are  hurting.  So  I  just  don't  understand 
it,  I  don't  agree  with  it,  and  don't  predict  it  is  going  to  happen. 
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LOAN  GUARANTEE  PROGRAM 


Now,  you  are  requesting  a  new  Loan  Guarantee  Program.  We 
had  the  SBA  testifying  the  other  day.  Why  is  EDA  making  loans 
to  small  businesses?  Why  is  the  EDA  now  into  the  small  business 
loan  program,  and  why  is  the  SBA  into  the  grant  program  for  small 
businesses?  Why  are  we  switching  those  roles? 

Mr.  Ginsberg.  I  don't  believe  we  are  switching  roles,  Congress- 
man. I  really  can't  comment  on  any  grant  program  of  SBA.  But 
allow  me,  if  you  will,  to  comment  on  the  loan  guarantee  request  of 
EDA.  To  me,  this  program  could  be  a  very  valuable  tool  if  the 
budget  authority  existed  to  undertake  our  economic  development 
activities.  To  me,  the  fundamental  distinction  between  EDA  and  a 
business  financing  entity  such  as  SBA  is  that  any  loan  guarantees 
that  EDA  pursues  would  be  in  the  context  of  a  community  eco- 
nomic development  plan. 

We  would  be  looking  at  jobs  created,  we  would  be  looking  at  jobs 
retained,  we  would  be  looking  at  economic  diversification.  All  of 
those  issues  would  go  into,  as  they  do  with  EDA's  grant  programs 
today,  the  analysis  of  a  proposed  loan  guarantee  project. 

In  the  case  of  a  Smedl  Business  Administration  project,  as  I  un- 
derstand it,  and  from  the  materials  that  I  have  reviewed  with  re- 
spect to  SBA,  these  are  fundamentally  individual  credit  judgments 
that  are  made  on  an  individual  business  basis.  So  I  think  the  cri- 
teria and  standards  that  are  used  are  very  different.  And  I  think 
this  would  be,  as  I  testified,  in  my  judgment,  the  only  Loan  Guar- 
antee Program  that  would  be  available  within  the  Government  to 
implement  a  comprehensive  local  economic  development  strategy, 
taking  all  of  those  factors  that  I  enumerated  into  consideration. 

Mr.  Rogers.  Why  not  let  the  SBA  do  that?  Why  don't  you  stick 
to  what  you  do  best  and  let  the  SBA  stick  to  what  they  do  best? 
After  all,  they  have  had  many  years  of  experience  in  making,  proc- 
essing, and  collecting  loans  and  assisting  small  business.  Why  are 
you  taking  that  away  from  them  and  burden  EDA  with  that,  when 
your  agency's  experience  is  in  other  disciplines  of  small  business 
assistance? 

Mr.  Ginsberg.  Well,  I  wouldn't  consider  it  a  burden  in  the  sense 
that  I  think  it  would  be  a  complement  to  what  we  already  do.  I 
think  it  could  also  be  a  complement  to  what  SBA  already  does.  Be- 
cause in  certain  situations,  because  of  the  different  criteria  that  I 
mentioned,  there  could  well  be  transactions  which  SBA  wouldn't  be 
interested  in  doing,  which  we  would  be,  not  only  because  of  the  size 
of  the  transaction,  but  also  in  terms  of  the  nature  of  the  trans- 
action, how  it  fits  into  the  community's  overall  economic  develop- 
ment objectives  and  plan. 

I  also  do  want  to  point  out,  just  for  clarity's  sake,  SBA  is  not  a 
Commerce  agency.  There  have  been,  I  know,  conversations  at  the 
staff  level  between  SBA  and  EDA  on  these  issues,  and  I  would  an- 
ticipate that  there  would  certainly  be  more  if  the  budget  authority 
were  forthcoming.  But  SBA  is  outside  the  Department  of  Com- 
merce. 
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SBA  VERSUS  EDA  LOAN  GUARANTEE  LEVERAGE 

Mr.  Rogers.  Well,  a  few  weeks  ago  SBA  was  here  and  we  asked 
them  if  they  were  given  a  $52  million  appropriation,  how  much 
would  they  be  able  to  leverage  in  total  loans?  They  said  $1.5  bil- 
lion. 

How  much  can  you  leverage  with  that  amount  of  money? 

Mr.  Ginsberg.  $269  million  is  the  number  that  we  are  utilizing 
for  the  purpose  of  this  budget  request. 

Mr.  Rogers.  We  can  get  five  times  that  yield  by  putting  the 
same  amount  of  money  into  SBA.  Why  shouldn't  we  do  that?  Then, 
perhaps  we  can  figure  out  a  way  for  SBA  to  be  responsive  in  some 
fashion  to  your  requests  so  that  we  let  them  do  what  they  are  good, 
and  leverage  the  money  by  five  times  what  you  get,  maybe  with 
you  giving  them  suggestions  on  some  applications? 

Wouldn't  we  all  be  smarter  to  do  it  that  way? 

Mr.  Ginsberg.  Well,  I  think  the  most  important  point  from 
EDA's  perspective  would  be  to  make  sure  that  this  is  a  tool  that 
gets  utilized  in  the  context  of  comprehensive  economic  develop- 
ment, which  is,  as  you  suggested,  what  we  know  how  to  do  and  do 
well. 

I  do  think  that  this  is  our  fundamental  objective  in  terms  of  un- 
dertaking this.  I  think  that  my  hope  would  be  that  we  could  show 
a  significantly  better  track  record  going  forward  than  that  which 
is  assumed  in  the  $269  million  leveraging  figure,  and  that  we  could 
appear  before  you  in  future  years  to  show  a  significantly  lower  pro- 
jection of  loan  losses  based  on  a  good  track  record  and  significantly 
higher  leveraging. 

TARGET  OF  EDA  LOAN  GUARANTEE  PROGRAM 

Mr.  Rogers.  Now,  is  it  your  intention  to  target  that  program  to 
certain  areas,  such  as  maybe  those  not  served  by  other  agencies? 

Mr.  Ginsberg.  We  would  certainly  try  to  complement  other  exist- 
ing programs  by  serving  markets  that  are  not  currently  served,  but 
we  would  not  limit  ourselves  in  that  regard. 

Mr.  Rogers.  Would  these  be  going  to  defense  conversion  areas? 

Mr.  Ginsberg.  This  funding  could  go  to  defense  conversion  and 
nondefense  impacted  areas,  both.  This  would  not  be  targeted  to  de- 
fense conversion  areas. 

Mr.  Rogers.  But  here  is  another  $52  million,  a  good  portion  of 
which  then  could  be  added  to  that  $140  million  for  defense  conver- 
sion £ind  defense-related  areas.  Right? 

Mr.  Ginsberg.  Well,  it  could  be,  but  that  certainly  would  not  be 
our  objective. 

Mr.  MOLLOHAN.  Will  the  gentleman  yield? 

Mr.  Rogers.  Yes. 

Mr.  MoLLOHAN.  Mr.  Ginsberg,  did  I  not  understand  your  testi- 
mony before  in  response  to  one  of  Mr.  Rogers'  other  questions  that 
it  was  OMB's  suggestion  that  you  subtract  some  dollars  from  your 
$230  million  request  for  defense  conversion  and  apply  it  to  the 
Loan  Guarantee  Program,  that  that  was  OMB's  design?  Did  I  mis- 
understand that? 

Mr.  Ginsberg.  Mr.  Chairman,  I  was  not  involved  in  those  discus- 
sions myself  but  as  I  undertand  it,  those  issues  were  part  of  a  se- 


867 

ries  of  conversations  between  Commerce  and  0MB  around  the  EDA 
budget,  and  to  what  extent  those  two  issues  were  related,  I  can't 
say. 

Mr.  MOLLOHAN.  Okay. 

Mr.  Rogers.  Well,  the  blunt  fact  is  that  you  requested  0MB 
$206  million  for  defense  conversion;  they  cut  you  $66  million,  but 
then  they  suggested  you  create  a  $52  million  loan  program. 

Mr.  Ginsberg.  A  $50  million  loan  guarantee  program,  that  is 
correct. 

Mr.  Rogers.  A  Loan  Guarantee  Program.  That  is  right,  isn't  it? 

Mr.  Ginsberg.  That  is  correct,  yes. 

Mr.  Rogers.  I  know  I  am  taking  a  long  time,  but 

Mr.  MoLLOHAN.  Maybe  we  can  come  back  to  the  issue. 

Mr.  Moran.  No,  that  is  all  right. 

Mr.  Rogers.  I  will  yield,  because  you  ask  them  so  much  better 
than  I  do. 

Mr.  MORAN.  On  the  contrary.  But  other  than  the  fact  that  you 
think  they  are  getting  too  much  money  for  defense  conversion,  and 
you  don't  like  the  program  and  don't  think  it  is  going  to  pass  any- 
way, what  else  turns  you  on  about  it? 

I  don't  disagree  with  you,  though,  either  of  you.  I  think  Mr.  Mol- 
lohan  has  a  similar  level  of  enthusiasm  for  the  defense  conversion 
transfer  from  the  public  works  program.  And,  of  course,  in  an  area 
like  mine,  we  have  a  whole  lot  of  defense  downsizing  going  on,  but 
none  of  that  is  eligible  for  any  kind  of  help  from  the  EDA,  because 
we  are  not  economically  depressed  enough.  So  I  would  assume  that 
a  high-tech  area  like  Northern  Virginia  would  be  out  of  the  loop. 
Is  that  correct? 

Mr.  Ginsberg.  Well,  the  area's  eligibility  would  have  to  be  deter- 
mined under  the  program  criteria  for  public  works  or  for  sudden 
and  severe  economic  dislocation,  which  are  the  existing  program 
areas. 

Mr.  MoRAN.  Well,  there  could  be  sudden  and  severe  economic 
dislocation,  but  don't  you  have  to  be  pretty  economically  depressed 
as  a  region  as  well?  I  gather  that  this  is  kind  of  a  last  resort  after 
the  community  has  pretty  well  lost  its  capacity  to  absorb  defense 
personnel  into  any  other  tjrpe  of  industry. 

Mr.  Ginsberg.  That  is  substantially  the  case.  I  don't  know  about 
the  specific  eligibility  of  communities  within  your  district.  Con- 
gressman. 

DISASTER  assistance 

Mr.  Moran.  No,  I  understand  that,  except  that  my  district  is 
probably  going  to  be  the  most  impacted  by  defense  cut,  but  it  will 
probably  get  the  least  Federal  assistance.  But  let's  ask  about  some 
of  the  new  money  that  you  received.  You  got  some  money  for  the 
Midwest  flood,  right? 

Mr.  Ginsberg.  Yes. 

Mr.  Moran.  And  you  got  money  for  the  L.A.  earthquake? 

Mr.  Ginsberg.  No. 

Mr.  Moran.  No?  None  whatsoever?  You  asked  for  it  and  didn't 
get  it? 
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Mr.  Ginsberg.  We  have  a  request  pending  under  the  Presi- 
dential contingency  funds,  but  we  have  not  received  word  on  that 
request  at  this  time. 

Mr.  MORAN.  I  see.  But  the  funds  are  available  for  that  purpose 
if  the  executive  branch  saw  fit? 

Mr.  Ginsberg.  That  is  my  understanding,  yes. 

Mr.  MORAN.  It  is  just  that  they  have  not  seen  fit  to  give  you  that 
programmatic  authority  at  this  point,  spending  any  of  the  supple- 
mental money? 

Mr.  Ginsberg.  Yes. 

Mr.  MORAN.  How  much  of  the  Midwest  flood  money  has  been 
spent  or  obligated? 

Mr.  Ginsberg.  The  total  obligated  is  slightly  over  $1  million  in 
fiscal  year  1994.  The  total  obligated  to  date  is  $6.4  million. 

Mr.  MORAN.  Well,  how  much  did  you  get  for  fiscal  year  1994? 

Mr.  Ginsberg.  $100  million  became  available  in  fiscal  year  1993 
and  remains  available  through  fiscal  year  1995. 

Mr.  MoRAN.  Okay.  It  became  available  in  fiscal  year  1993  for 
1994,  $100  million.  And  you  have  now  obligated  $1  million  of  the 
$100  million?  The  flood  has  receded  now,  hasn't  it? 

Mr.  Rogers.  Yes. 

Mr.  MORAN.  What  we  gave  the  money  for  has  receded.  I  would 
assume  that  the  waters  have  receded.  The  problem  is  that  only  $1 
million  having  been  obligated  out  of  $100  million,  isn't  that  a  fairly 
marginal  level  of  obligation? 

Mr.  Ginsberg.  Let  me  fill  in  that  whole  story,  if  I  may. 

Mr.  MoRAN.  Sure. 

Mr.  Ginsberg.  Of  the  first  $100  million  available,  the  total  1993 
and  1994  obligations  are  $6.4  million.  That  is  as  of  the  end  of  Feb- 
ruary of  1994.  In  addition  to  that,  there  is  $3.5  million  being  trans- 
ferred to  the  United  States  Travel  and  Tourism  Administration. 
Also  $1.5  million  will  be  given  to  the  Department  of  Agriculture 
and  the  Corps  of  Engineers,  and  $18  million  committed  for  an  on- 
going levee  repair  program  that  we  are  engaged  in. 

We  have  $49.6  million  in  invited  applications,  leaving  a  balance 
of  approximately  $20.4  million  from  the  original  $100  million.  The 
second  $  100  million  was  just  recently  made  available.  We  have  ap- 
proximately $124  million  in  pre-application  proposals,  as  of  the  end 
of  February,  that  our  Chicago  and  Denver  field  staffs  are  working 
on. 

Mr.  MORAN.  Let  me  make  sure  I  understand.  You  had  $100  mil- 
lion available  in  fiscal  year  1994  that  was  appropriated  in  1993? 

Mr.  Ginsberg.  There  was  $200  million  appropriated  in  fiscal 
year  1993.  Only  $100  million  was  made  available  to  us  at  that 
time,  and  then  the  second  $100  million  was  made  available  to  us 
in  fiscal  year  1994. 

Mr.  MoRAN.  How  much  of  that  was  the  Midwest  supplemental? 

Mr.  Ginsberg.  That  is  just  referring  to  the  Midwest  supple- 
mental. That  is  $200  million. 

Mr.  MoRAN.  Okay.  So  it  was  a  $200  million  emergency  supple- 
mental, $100  million  for  fiscal  year  1993  and  $100  million  for  1994. 

Mr.  Ginsberg.  $100  million  was  made  available  in  1993. 

Mr.  MORAN.  Right.  For  obligational  purposes. 

Now,  of  the  $100  million  that  was  available  in  fiscal  year  1994? 
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Mr.  Ginsberg.  Correct. 

Mr.  MORAN.  You  have  obligated  $1  million? 

Mr.  Ginsberg.  No.  We  have  obligated  $6.4  million. 

Mr.  MORAN.  $6.4  million  out  of  the  $100  million.  So  you  have  $94 
million  left  from  that  emergency  supplemental  money  to  obligate? 

Mr.  Ginsberg.  From  the  first  $100  million,  that  is  correct. 

Mr.  MORAN.  Okay.  And  none  of  the  second  $100  million  has  been 
obligated  as  yet? 

Mr.  Ginsberg.  That  is  correct. 

transfer  to  U.S.  travel  and  tourism  administration 

Mr.  Moran.  Okay.  Now,  of  the  $6.4  million,  was  some  of  that 
money  transferred  for  travel  and  tourism? 

Mr.  Ginsberg.  No.  The  transfers  were  over  and  above  the  $6.4 
million. 

Mr.  MoRAN.  Okay.  How  much  did  you  transfer  to  travel  and 
tourism? 

Mr.  Ginsberg.  $3.5  million  is  what  we  will  be  transferring.  And 
there  were  two  other  commitments  totaling  $2  million. 

Mr.  MORAN.  To  travel  and  tourism? 

Mr.  Ginsberg.  No.  Agriculture  and  the  Corps  of  Engineers. 

Mr.  MORAN.  Did  this  subcommittee  approve  that  transfer? 

Maybe  I  can  talk  to  Mr.  Brown  directly  here.  It  is  below  the  re- 
quired reprogramming  limit,  right? 

Mr.  Brown.  No,  sir.  One  of  these  is  considered  a  reimbursable 
project,  under  the  emergency  funds  made  available  to  EDA. 

Mr.  MORAN.  What  is  an  emergency  about  travel  and  tourism  Mr. 
Ginsberg?  What  kind  of  emergency  is  tourism  in  your  experience? 

Mr.  Ginsberg.  My  understanding  is  that  the  flood  had  a  signifi- 
cant economic  impact  on  tourism,  and  a  decision  was  made  that 
this  was  a  worthy  investment  in  the  economic  relief  and  recovery 
of  the  impacted  region,  a  tourism  program  that  would  promote 
tourism  in  the  impacted  region. 

Mr.  MORAN.  Whose  decision  was  that? 

Mr.  Hawkins.  It  was  a  departmental  decision,  sir.  It  was  made 
within  the  department. 

Mr.  Moran.  When  I  asked  whose  decision — excuse  me.  Did  it 
originate  within  the  Department  of  Commerce,  that  great  idea? 

Mr.  Hawkins.  Congressman,  I  am  Wilbur  Hawkins,  Deputy  As- 
sistant Secretary  of  the  Economic  Development  Administration. 

Let  me  respond  to  the  question.  We  had  significant  information 
from  the  flood  impacted  States  that  their  tourism  economy  had 
been  devastated  by  the  floods  of  the  Midwest.  The  Department  and 
EDA  are  working  with  the  nine  States'  departments  of  tourism  to 
help  that  industry  recover  within  the  area. 

Mr.  MORAN.  So  can  I  get  my  question  answered? 

Mr.  Hawkins.  Your  question  was,  did  that  request  originate 
within  the  Department  of  Commerce? 

Mr.  MORAN.  Yes.  Did  it  originate  with  the  Department  of  Com- 
merce, to  the  best  of  your  knowledge? 

Mr.  Hawkins.  The  request  for  assistance? 

Mr.  Moran.  Yes. 

Mr.  Hawkins.  No,  it  didn't.  It  originated  from  the  impacted 
States  themselves. 
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Mr.  MORAN.  And  you  decided  to  take  the  money  out  of  the  EDA, 
transfer  it  over? 

Mr.  Hawkins.  Yes,  sir.  It  was  a  transfer  for  assistance  to  the 
States'  departments  of  tourism. 

AUTHORIZATION  FOR  FLOOD  TRANSFER 

Mr.  MORAN.  Was  it  specifically  authorized  for  a  reimbursable 
function?  Where  do  you  get  the  authorization  to  do  it?  I  am  just 
asking.  Is  that  an  unfair  question  or 

Mr.  Brown.  Well,  section  708(c)  of  the  Public  Works  and  Eco- 
nomic Development  Act  of  1965  provides  the  authority. 

One  of  the  problems  has  been  a  lack  of  tourists  returning  to  the 
areas.  For  example,  in  the  San  Francisco  earthquake,  I  believe 
there  were  also  some  funds  spent  on  the  L.A.  riot  supplemental  as 
well,  there  were  some  funds  spent  for  tourism. 

To  assure  people  that  it  was  safe  to  come  back  and  that  the  fa- 
cilities were  open  and  to  reattract  the  visitors. 

Mr.  MORAN.  PR  in  other  words?  Public  relations  expenditures? 

Mr.  Brown.  For  tourism  promotion. 

Mr.  MoRAN.  Well,  yes.  Let  me  posit  an  observation  here,  and  if 
I  am  completely  off  base,  I  trust  you  will  correct  me. 

We  had  an  emergency  supplemental  request  because  we  had  dev- 
astating floods.  We  provided  $200  million  of  that  money,  a  not  in- 
consequential sum,  to  the  Economic  Development  Administration. 
The  flood  has  now  receded.  The  levees  are  being  repaired.  The  $200 
million  that  we  provided  on  an  emergency  basis  was  off  budget  be- 
cause it  was  an  emergency.  It  just  added  to  the  deficit  because  it 
was  of  such  an  extreme  nature. 

Mr.  Rogers.  It  was  not  offset. 

Mr.  MORAN.  There  was  no  offset,  right.  I  shouldn't  say  it  was  off 
budget — there  was  no  offset  because  it  was  of  such  an  extreme,  ur- 
gent nature. 

So  of  that  extreme  urgency  for  which  $200  million  was  provided, 
we  have  so  far — how  many  months  later  after  the  Midwest  flood — 
obligated  $6  million  of  the  $200  million,  right? 

Mr.  Ginsberg.  Correct. 

Mr.  MORAN.  $6.4  miUion.  How  much  in  addition  to  the  $6.4  mil- 
lion has  been  committed? 

Mr.  Ginsberg.  We  have  invited  applications  for  $49.6  million. 

Mr.  MoRAN.  $49.6,  plus  the  $6? 

Mr.  Ginsberg.  Correct. 

Mr.  MORAN.  So  we  are  talking  about  approximately  one-fourth  of 
the  $200  million  has  been  committed. 

Mr.  Ginsberg.  We  also  have  $18  million  committed  to  a  levee  re- 
pair program  which  is  in  the  works  now,  and  we  have  another  $5.5 
million  committed  as  we  discussed  a  few  moments  ago,  so  that  is 
another  $23.5  million,  and  we  also  have  pre-applications,  that  is  to 
say,  projects  which  we  are  working  on  with  grantees,  which  total 
almost  $124  million  as  of  the  end  of  February. 

So  that  is,  in  fact,  a  total  of  obligations  plus  transfers  plus  the 
EDA  levee  repair  program  is  about  $30  million,  applications  invited 
is  almost  $50  million  more,  so  that  is  approximately  $80  million, 
and  the  pre-applications  are  another  $123  million  so  that  is  ap- 
proximately $200  million  in  obligations  and  active  project  profiles. 
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Mr.  MORAN.  Well  the  preapplications,  that  is  anybody  that  wants 
the  money  has  sent  in  an  application.  Those  have  not  necessarily 
been  screened. 

Mr.  Ginsberg.  Some  of  those  are  in  the  very  early  stage  and 
some  of  those  are  further  along  in  the  process. 

URGENT  SUPPLEMENTAL  VERSUS  REGULAR  APPROPRLVTION 

Mr.  MoRAN.  Well,  my  concern,  Mr.  Chairman,  is  that  when  we 
provide  emergency  money  for  which  we  don't  find  an  offset,  we 
ought  to  be  sure  that  it  is  money  that  is  going  to  be  spent  on  an 
urgent  basis  for  critically  essential  purposes. 

And  six  months  later,  you  only  got  a  long  list  of  pre-applications, 
some  of  which  you  have  considered  in  depth,  others  are  brand  new, 
I  am  sure  they  haven't  had  much  consideration.  But  it  is  only  a 
very  small  amount  of  money  that  we  actually  know  how  it  is  going 
to  be  used. 

So  I  wonder,  is  it  an  unfair  question  to  ask  why  couldn't  the 
money  have  been  requested  and  provided  for  during  the  regular  ap- 
propriations cycle  or  at  least  half  of  it  or  three-quarters  of  it? 

Mr.  Ginsberg.  Well,  let  me  say  if  I  may,  a  couple  of  words  about 
that.  I  have  devoted  a  fair  amount  of  my  attention  to  this  issue  in 
the  few  weeks  that  I  have  been  at  EDA,  and  I  would  like  to  state 
a  couple  of  important  observations. 

One,  I  do  think  there  is  a  role  for  not  only  emergency  relief,  but 
also  economic  recovery  activities  within  the  Feder^  emergency  re- 
sponse to  a  major  disaster.  That  is  not,  in  any  way  to  suggest.  Con- 
gressman, anything  different  from  what  you  just  said  in  terms  of 
the  need  to  spend  funds  urgently. 

Mr.  MORAN.  No.  It  is  the  need  to  meet  urgent  needs.  I  don't  want 
you  to  spend  funds  urgently.  I  want  you  to,  when  we  have  an  ur- 
gent need  that  has  to  be  met  and  can  only  be  met  by  the  Federal 
Government  and  is  so  urgent  that  we  can't  go  through  the  normal 
process  and  find  an  offset,  we  have  to  add  it  to  the  Federal  budget, 
that  is  legitimate. 

I  am  not  suggesting  that  you  should  go  about  spending  on  an  ur- 
gent basis. 

Mr.  Ginsberg.  I  stand  corrected.  That  is  a  better  way.  So  I  do 
think  that  economic  recovery  has  an  important  role  and  commu- 
nities need  to  be  planning  and  then  implementing  economic  recov- 
ery plans  immediately  after  a  major  disaster  such  as  occurred  last 
summer  in  the  Midwest  or  in  January  in  southern  California. 

The  other  observation  I  would  maJce  is  that  I  have  been  struck 
by  how  long  this  has  taken  amd  by  the  fact  that  EDA  did  not  have, 
at  the  time  the  flood  emergency  arose,  a  separate  set  of  procedures 
under  which  it  could  operate  to  expedite  processing  of  this. 

There  were  additional  flood  coordinators  who  were  deployed  in 
the  impacted  areas  with  the  monies  that  the  Congress  made  avail- 
able. In  terms  of  EDA's  process  for  getting  projects  into  the  pipe- 
line and  getting  projects  processed  through  the  pipeline,  we  were, 
until  last  week,  operating  under  our  normal  processes.  One  of  the 
things  that  I  have  noted,  as  I  said  early  on  in  my  tenure  at  EDA, 
is  that  we  need  to  have  different  ways  of  responding  in  terms  of 
process  so  that  we  can  move  more  quickly.  We  have,  within  the  last 
week,  taken  steps  to  shorten  our  process  in  the  flood  area  and  we 


872 

would  certainly  do  the  same  thing  in  other  disaster  situations,  re- 
deploy the  flood  coordinators  so  that  they  are  more  involved  in 
project  development,  and  simply  put  more  resources  into  getting 
projects  into  the  pipeline  and  change  our  processes  so  we  can  proc- 
ess projects  through  the  pipeline.  That  is  a  priority  of  mine  and  has 
been  a  concern  of  mine  since  I  have  been  at  the  agency. 

Mr.  MORAN.  I  appreciate  that  and  I  appreciate  the  fact  that  you 
are  new  on  board  so  I  don't  level  this  criticism,  is  a  fair  word,  at 
you.  It  really  ought  to  be  leveled  at  the  Congress  as  far  as  I  am 
concerned  for  so  readily  providing  money  for  which  we  didn't  know 
how  it  was  going  to  be  spent  and,  in  fact,  has  not  been  spent  on 
an  urgent  basis.  Again,  which  in  fact  could  have  been  appropriated 
in  the  normal  cycle  and  we  could  have  found  offsets  for  it. 

It  is  clearly  an  indication  that  haste  makes  waste.  It  is  not  the 
kind  of  thing  that  justifies  going  around  the  agreed  upon  budgetary 
process  where  you  will  find  a  way  to  pay  for  everything  that  you 
spend.  I  don't  think  much  can  be  done  about  it  now  except  that  I 
would  hope  that  we  will  be  careful  in  the  commitment  of  the  subse- 
quent funds  because,  again,  they  are  special  funds  since  they  didn't 
have  to  go  through  the  normal  budget  process  and  when  they  got 
audited,  I  hope  that  they  don't  reveal  that  they  were  spent  on  a 
less  demanding  basis  than  the  normal  funds  would  be  spent  that 
come  from  the  regular  appropriation  process. 

Mr.  Ginsberg.  I  would  assure  you  that  is  not  our  intention.  One 
thing  I  think  that  can  be  done  about  it  now,  and  we  have  taken 
steps  to  do  over  the  last  several  weeks,  is  to  expedite  the  process. 
In  fact,  our  projections  are  that  we  will  have  this  money  fully  com- 
mitted and  obligated  well  in  advance  of  the  end  of  the  two  years 
made  available  by  the  Congress. 

LEVERAGING  LOANS 

Mr.  MORAN.  Well,  I  am  anxious  to  hear  Mr.  Rogers'  further  ques- 
tions, but  I  do  have  some  concern  that  is  shared  with  him  and  per- 
haps by  the  Chairman  of  the  leveraging  of  your  loans.  It  sounds 
good,  turning  $50  million  into  $269 — are  those  the  figures? 

Mr.  Ginsberg.  That  is  correct. 

Mr.  Moran.  But  SBA  uses  only  a  2.7  leverage  rate.  We  are  talk- 
ing about  a  billion  and  a  half  dollars  there.  So  I  think  you  are 
going  to  have  to  meet  a  tough  test  to  show  that  we  need  a  new  pro- 
gram that  can  accomplish  much  more  with  less  leverage  under 
EDA  than  what  we  are  getting  out  of  SBA,  so  with  that,  Mr. 
Chairman 

Mr.  Mollohan.  We  will  come  back  to  you. 

Mr.  Moran.  That  is  enough.  I  made  my  point.  I  don't  need  to 
drag  them  through  the  street  with  it. 

CONCERN  ABOUT  SHIFT  TO  DEFENSE 

Mr.  Mollohan.  A  couple  of  more  questions  about  your  priorities 
here,  Mr.  Ginsberg,  and  how  you  are  shifting  money  to  defense  con- 
version. I  think  you  get  a  sense  of  the  concern  on  this  Committee 
about  that. 

Mr.  Ginsberg.  I  do. 

Mr.  Mollohan.  And  for  EDA  requesting  such  a  disproportionate 
amount  of  your  resources  for  defense  conversion  while  the  Depart- 
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merit  of  Defense  gives  up  any  responsibility  for  participation  in 
funding  the  efforts. 

Just  looking  at  the  numbers  here,  you  have  got  a  $140  million 
request,  and  that  is  an  increase  of  $60  million  for  defense  conver- 
sion. You  had  a  $206  million  request,  but  0MB  took  it  down  to 
$140  million  down  $66  million. 

And  specifically  regarding  your  FTEs,  you  have  requested  an 
FTE  reduction  of  18  positions,  yet  you  have  requested  an  increase 
of  $4,647  million  for  the  salaries  and  expenses  account.  What  pro- 
portion of  that  increase  would  be  dedicated  to  defense  conversion 
type  activities? 

Mr.  Ginsberg.  I  am  sorry? 

[The  information  follows:] 

FTE  Reduction 

EDA's  1995  Congressional  Budget  requested  a  total  of  372  positions  and  350  FTE. 
The  reduction  of  17  FTE  referred  to,  in  fact,  only  represents  a  net  decrease  of  3  FTE 
to  EDA's  FY  1995  Budget  which  is  in  compliance  with  the  Administration's  objec- 
tives to  reduce  FTE  and  thereby  realize  administrative  savings.  The  Credit  Reform 
Act  of  1990  requires  that  all  funding  for  an  agency's  credit  program  be  displayed 
as  separately  identified  subaccounts  (P.L.  101-508  Sec.  504(g)).  In  accordance  with 
this  requirement  and  as  a  result  of  EDA's  request  for  a  new  loan  guarantee  program 
in  the  FY  1995  Budget,  we  have  transferred  the  people  and  14  FTE  that  were  pre- 
viously captured  in  the  Salaries  and  Expenses  account  under  the  Credit  and  Debt 
Management  and  Liquidation  Divisions  to  the  Economic  Development  Guaranteed 
Loan  account. 

The  following  tables  show  the  positions  and  FTE,  by  account,  for  PT  1994,  1995 
Base  and  1995  Estimate. 

1994  Enacted  1995  Base  1995  Request  Difference  Base/Request 

Account  

Pos  RE  Pos.  nt  Pos.  RE  Pos.  FTE 

S&E  direct  375  353  362  339  358  335  -4  -4 

Reimbursable 0  2  0  2  0  2  0  0 

EDGL  0  0  13  14  14  15  1  1 

Total  375  355  275  355  372  352  -3  -3 

Mr.  MOLLOHAN.  What  portion  of  the  salaries  and  expenses  in- 
crease will  be  used  for  defense  conversion  program  actitives? 

In  other  words,  why  are  you  asking  for  an  increase  in  the  sala- 
ries and  expenses  account  when  you  are  asking  for  a  decrease  in 
your  FTE  levels? 

Mr.  Ginsberg.  Well,  there  are  a  series  of  issues  to  which  those 
funds  would  be  applied,  including  improving  program  evaluation, 
upgrading  our  management  information  systems,  enhancing  our 
grant  processing  procedures  would  take  a  little  over  $2  million  of 
the  $4  million  S&E  increase. 

Mr.  MOLLOHAN.  $2.3  million? 

Mr.  Ginsberg.  $2.1  million. 

Mr.  MOLLOHAN.  For? 

Mr.  Ginsberg.  For  various  nonpersonnel  upgrades  to  the  man- 
agement information  systems,  enhancing  our  capacity  in  terms  of 
grant  processing  systems,  computers. 

Mr.  MOLLOHAN.  Is  this  buying  equipment? 

Mr.  Ginsberg.  To  a  substantial  degree  it  is,  yes. 

Mr.  MOLLOHAN.  Besides  buying  equipment,  what  is  that  increase 
for? 
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Mr.  Ginsberg.  The  balance,  Mr.  Chairman,  of  the  total  S&E  fig- 
ure, which  you  asked  about,  is  for  permanently  funding  staff  in  the 
Office  of  Economic  Conversion  Information.  So  that  is  defense  con- 
version-related, to  go  back  to  your  original  question. 

Mr.  MOLLOHAN.  Is  that  the  $2.3  million? 

Mr.  Ginsberg.  That  is  $2.3  million,  yes,  that  is  correct. 

DEFENSE  conversion/loan  GUARANTEE  PROGRAM 

Mr.  Mollohan.  How  much  of  the  $51,976,000  requested  for  loan 
guarantees  do  you  estimate  would  be  spent  on  defense  conversion 
activities?  You  have  looked  at  that,  haven't  you? 

Mr.  Ginsberg.  I  don't  have  a  specific  number  to  offer,  but  cer- 
tainly the  loan  guarantee  fund  authority  is  not  in  any  way  in- 
tended to  be,  nor  will  it  be,  targeted  for  defense  conversion  activi- 
ties or  defense  impacted  communities. 

Mr.  Mollohan.  Okay,  but  you  must  have  had  some  discussions 
about  how  you  are  going  to  use  the  $51,976  million  you  requested. 

Mr.  Ginsberg.  Are  you  asking  about  the  breakdown  between 
S&E  and  program  monies  or  how  the  program  monies  would  be  ex- 
pended? 

Mr.  Mollohan.  I  am  talking  about  it  as  a  matter  of  policy.  How 
you  are  going  to  apportion  these  dollars  between  traditional  eco- 
nomic development  activities  and  the  defense  conversion  activities? 

Mr.  Ginsberg.  I  do  not  at  this  point  have  a  sense  of  how  that 
would  break  down. 

Mr.  Mollohan.  You  all  haven't  had  any  discussions  about  that? 
When  you  talked  with  OMB,  they  did  not  give  you  an  idea  of  what 
areas  they  were  targeting  with  this  money? 

Mr.  Ginsberg.  No,  The  money  would  be  primarily  to  support 
business  financing  and  business  financing  activities,  but  that  could 
exist  not  only  in  defense-impacted  communities  and  related  to  de- 
fense conversion,  but  in  other  communities  as  well. 

Mr.  Mollohan.  Of  course  it  could.  And  what  I  am  asking  you 
is  to  give  us  some  sense  of  how  you  feel  they  are  going  to  be  appor- 
tioned between  those  two  activities.  Perhaps  the  answer  is,  as  I 
hear  you  speaking  that  you  haven't  looked  at  that. 

Mr.  Ginsberg.  I  have  not 

Mr.  Mollohan.  And  I  am  surprised  to  hear  that  if  that  is  the 
case. 

Mr.  Ginsberg.  I  do  not  have  a  sense  of  how  that  is  going  to  be 
broken  out  at  this  time. 

Mr.  Mollohan.  In  your  justification,  you  said  firms  which  need 
EDA  loan  guarantees  include  firms  adjusting  to  market  changes 
due  to  defense  downsizing.  That  was  the  first  thing  you  listed. 
Then  you  mention  natural  disasters  and  competition,  then  you 
mention  firms  in  declining  urban  areas  and  firm  modernizing  to  be- 
come competitive  in  the  world  economy. 

And  all  of  those,  I  think,  would  be  legitimate  activities  for  this 
account.  But  your  answer  to  me  was  that  you  haven't  thought 
about  how  that  would  be  apportioned  among  those  various  activi- 
ties. 

Mr.  Ginsberg.  Quantitatively,  no. 

Mr.  Mollohan.  Okay,  fair  enough.  I  just  wanted  to  make  sure 
you  understood  what  I  was  trying  to  get  at. 
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Assuming  half  of  the  requested  $51,976  million  was  for  defense 
conversion,  as  an  assumption,  $26  milion  we  will  say,  then  we  are 
looking  at  a  total  of  $166  for  defense  conversion  right  there  and 
there  may  be  other  resources  as  well  that  I'm  not  aware  of.  In  my 
opinion,  this  represents  a  radical  reordering  of  EDA's  resources 
from  the  traditional  activities.  We  have  pointed  it  out  here  today 
in  a  number  of  different  ways,  and  we  have  expressed  concerns 
about  it.  However  you  slice  it  and  however  you  respond  to  all  these 
questions,  I  keep  coming  back  to  the  fact  that  you  have  brought  to 
us  a  very  large  increase  for  defense  conversion  and  an  absolute  de- 
crease in  traditional  public  works  programs  That  is  of  concern  to 
me  and  to  other  Members  of  the  Committee. 

In  your  conclusion,  you  say: 

EDA  must  ensure  that  the  growing  globally  competitive  sectors  of  this  economy 
provide  benefit  to  those  areas  of  the  country  which  have  been  too  long  outside  the 
mainstream  of  economic  growth.  To  seize  this  opportunity,  EDA  must  continue  its 
traditional  role  of  investing  in  public  works  projects  as  a  very  important  means  of 
promoting  ftiture  economic  vitality  and  competitiveness  of  major  areas  in  the  coun- 
try, and,  two,  embark  on  new  directions  which  will  serve  newly  distressed  areas 
which  will  enable  distressed  areas  to  respond  to  economic  dynamics  of  the  nineties. 

I  really  embrace  that  statement  because  I  hear  you  saying  that 
even  the  traditional  sectors  need  to  be  globally  competitive,  which 
means  they  must  target  sectors  of  the  economy  that  are  going  to 
grow,  like  information,  software,  and  other  similar  sectors.  And  you 
are  also  saying  that  we  have  to  continue  our  traditional  role  of  in- 
frastructure investment  while  we  embark  in  new  directions. 

I  very  strongly  believe  that  economic  diversification  must  be  an 
integral  part  of  any  economic  development  strategy.  We  must  sup- 
port the  traditional  industries,  but  we  also  have  to  diversify.  I  hear 
you  sa3dng  this,  and  I  agree  wholeheartedly. 

Mr.  Ginsberg.  Yes. 

EDA  DIVERSIFICATION 

Mr.  MOLLOHAN.  Are  you  undertaking  strategic  planning  efforts 
about  what  sectors  you  will  target  with  the  Public  Works  grant 
program  in  order  to  achieve  the  necessary  diversification  piece  in 
traditional  areas? 

I  understand  what  you  are  doing  in  the  military  conversion 
areas,  but  I  am  thinking  about  the  traditional  areas  which,  as  Mr. 
Rogers  has  pointed  out,  represent  most  of  the  country  by  far. 

Mr.  Ginsberg.  I  do  not,  Mr.  Chairman,  have  a  formula  for  var- 
ious parts  of  the  country  that  have  been  served  by  the  Public 
Works  Program  and  that  have  the  traditional  constituency  of  EDA 
in  mind,  but  I  think  you  are  reading  my  remarks  very  accurately. 

I  think  it  is  very  important  that  diversification  and  strategic 
planning  for  the  future  is  focused  on  where  growth  is  going  to  be 
for  all  the  sectors  of  this  economy  and  on  all  the  geographical  areas 
in  this  country.  I  think  that  it  would  be  at  a  moment  in  time  when 
the  Administration  in  Washington  is  committed  to  a  partnership 
with  business  for  the  first  time  in  many  years,  investing  strategi- 
cally both  as  a  matter  of  public  money  and  as  a  matter  of  public 
policy  in  supporting  the  high  growth  competitive  sectors  of  the 
economy  and  opening  markets  for  those  sectors  of  the  economy.  It 
would  be,  to  my  way  of  thinking,  a  supreme  irony  if  success  in  that 
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venture  which  promises  prosperity  for  this  country,  were  to  leave 
just  historically  distressed  areas  of  the  Nation  behind  because  they 
don't  have  either  the  infrastructure,  the  sophistication,  or  the  plan- 
ning to  partake  of  the  kind  of  economic  advantage  that  can  come 
out  of  that. 

So  I  think  what  we  need  to  do  is  to  be  working,  through  our  ex- 
isting contacts  at  the  local  level,  through  the  network  of  EDRs  and, 
through  the  regional  offices.  I  think  one  of  the  great  strengths  of 
EDA  is  that  we  have  that  contact  at  the  local  level.  We  need  to  be 
working  closely  with  the  economic  development  practitioners.  We 
need  to  be  working  closely  with  these  communities  and  States  to 
think  strategically  about  the  future  and  focus  on  growth  and  not 
accept  what  I  think  has  been  a  paradigm  historically,  which  is  that 
certain  communities  are  going  to  benefit  and  participate  in  the 
high  growth  sectors  and  others  just  aren't  part  of  that. 

I  would  challenge  that  thinking  and  I  would  hope  that  EDA, 
under  my  leadership,  would  challenge  that  thinking  so  that  we  can 
be  as  strategic  as  possible  about  defining  growth  opportunities  for 
all  parts  of  the  economy  and  the  country  and  taking  advantage  of 
them. 

BUSINESS  INCUBATOR  ACTIVITY 

Mr.  MOLLOHAN.  I  note  from  your  resume  that  you  were  involved 
in  incubator  activities. 

Mr.  Ginsberg.  Yes,  that  is  correct. 

Mr.  MOLLOHAN.  This  was  in  conjunction  with  technology  re- 
sources at  Yale  University? 

Mr.  Ginsberg.  Yes,  absolutely. 

Mr.  MOLLOHAN.  If  we  had  Yale  as  a  resource  we  would  do  that, 
too.  As  you  know,  many  areas  don't  have  that  particular  kind  of 
resource.  But  they  do  have  the  same  needs,  I  think  that  it  is  impor- 
tant for  you  to  think  about  that. 

I  heard  in  your  testimony  that  you  are  thinking  about  it  in  re- 
gards to  the  defense  conversion  areas.  We  must  have  to  do  that  in 
our  areas  also. 

Mr.  Ginsberg.  I  couldn't  agree  more  with  that  sentiment,  Mr. 
Chairman. 

Mr.  MOLLOHAN.  Mr.  Rogers. 

LOAN  guarantee  PROGRAM 

Mr.  Rogers.  Let  me  give  you  a  chance  to  clarify  the  footnote  in 
your  budget  justifications  that  you  and  I  discussed  in  my  office  the 
other  day.  As  you  know  I  raised  this  with  the  Secretary  of  Com- 
merce. It  is  on  page  EDA-91,  exhibit  13.  I  will  try  to  paraphrase 
this  footnote  accurately.  Please  correct  me  if  I  don't.  This  is  a  state- 
ment in  your  justifications  essentially  states  that  the  loan  guaran- 
tee program  is  designed  to  fill  a  gap  that  existed  between  the  loan 
programs  of  the  SBA  and  the  new  Rural  Development  Administra- 
tion of  the  Department  of  Agriculture.  The  footnote  says  that  the 
SBA's  7(a)  program  guarantees  loans  up  to  $750,000  and  RDA's 
business  and  industrial  guarantee  program  is  limited  to  firms  lo- 
cated in  rural  areas,  i.e.,  towns  less  than  50,000.  The  footnote  says, 
"EDA  will   guarantee   financing  for  firms   that   need   more  than 
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$750,000  and  that  are  excluded  from  the  RDA  program  because  of 
their  location". 

Now,  I  read  that  to  mean  that  the  loan  program  you  propose 
would  be  targeted  toward  communities  of  more  than  50,000  people 
and  wanting  more  than  $750,000.  Now,  can  you  clarify  your  budget 
justifications  for  me? 

Mr.  Ginsberg.  Let  me  clarify  that.  We  would  not,  either  as  a 
matter  of  law  or  as  a  matter  of  policy,  limit  ourselves  to  commu- 
nities of  over  50,000  population,  nor  would  we  necessarily  limit 
ourselves  to  loans  of  over  $750,000. 

To  my  way  of  thinking,  there  are  two  primary  motivations  and 
justifications  for  an  EDA  loan  guarantee  program  notwithstanding 
the  existence  of  these  other  programs  in  other  agencies.  One,  and 
I  think  fundamentally  the  most  important  one  because  it  is  the 
largest  one,  is  that  EDA  would  approach  the  issue  of  loan  guaran- 
tees from  an  overall  economic  development  perspective.  We  would 
be  looking  at  a  range  of  issues  in  any  given  situation,  including  the 
community's  strategic  economic  development  plan.  Also  the  kinds 
of  issues  that  Chairman  MoUohan  was  talking  about  a  moment 
ago,  the  issue  of  jobs  created,  jobs  retained,  economic  diversifica- 
tion, all  the  broader  economic  development  issues.  This  program  is 
still  in  the  design  stage  and  we  would  obviously  be  developing 
guidelines  for  this  as  we  go  forward.  We  would  take  a  comprehen- 
sive economic  development  view  and  decide  whether  a  loan  guaran- 
tee was  a  useful  tool  to  implement  a  project  as  part  of  a  com- 
prehensive economic  development  view. 

The  other  agencies  that  are  involved  in  these  activities,  as  I  un- 
derstand it,  are  focused  exclusively  on  credit  issues  around  the  firm 
involved  and  an  individual  credit  decision  in  terms  of  the  firm  in- 
volved. 

So  we  start  from  very  different  perspectives  in  an  effort  to 
achieve  different  objectives,  and  that  is  one  major  distinction  be- 
tween what  we  would  be  doing  under  this  program  and  what  SBA 
and  RDA  would  do. 

The  second  point  is  that  there  are  certain  markets  that  neither 
the  SBA  program  nor  the  RDA  program  meet  and  that  is  what  this 
footnote  addressed  itself  to,  perhaps  inartfully,  and  it  is  being  re- 
worked now.  Secretary  Brown  indicated  on  Thursday  that  this  foot- 
note is  addressed  to  say  that  there  are  certain  gaps  in  the  market 
that  EDA  could  meet  because  of  the  flexibility  built  into  an  EDA 
program,  i.e.,  more  than  $750,000  or  areas  of  more  than  50,000  in 
population,  but  we  would  in  no  way  be  limited  to  areas  that  RDA 
or  SBA  could  not  meet.  I  think  we  can,  even  in  smaller  commu- 
nities, for  example,  complement  what  the  Department  of  Agri- 
culture is  doing  because  we  will  be,  as  I  said,  coming  at  this  from 
a  broad  economic  development  perspective  as  opposed  to  RDA, 
which  would  take  a  narrow,  no  less  important,  but  a  narrower 
business  financing — solely  a  business  financing  respect. 
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LOAN  GUARAhfTEE  PROGRAM  TARGET  AREA 

Mr.  Rogers.  Just  looking  at  the  targets  of  these  loan  guarantees 
that  Chairman  Mollohan  and  you  discussed  a  moment  ago,  it 
strikes  me  that  this  is  a  program  intended  to  go  to  urban  areas. 

Your  budget  justifications  clearly  indicated  that  this  was  the  aim 
of  the  program.  Maybe  your  justifications  were  inartfuUy  crafted, 
or  maybe  your  intention  wasn't  camouflaged  enough.  Now,  maybe 
you  are  trying  to  camouflage  it  so  that  people  like  me  don't  get 
upset  because  it  is  an  urban  program.  I  am  not  saying  the  program 
is  bad. 

I  am  just  saying  you  are  leaving  out  a  big  segment  of  the  coun- 
try. Again,  you  are  targeting  toward  urban  areas  and  you  are 
targeting  toward  defense  impacted  areas  and  you  are  going  to  ex- 
tremely high  tech  and  all  that  says  to  me,  California. 

Mr.  Ginsberg.  Well,  I  would  just  like  to  provide  an  assurance 
that  if  EDA  were  to  get  the  budget  authority  to  do  this  program. 
It  would  not  be  administered  as  an  urban  program.  It  wouldn't  be 
targeted  that  way. 

I  obviously  can't  comment  on  whether  this  was  an  attempt  to 
camouflage  anything,  and  I  trust  it  was  not,  but  it  is  clearly  my 
intention  that  we  would  not  limit  ourselves  to  areas,  for  example, 
that  RDA  does  not  serve  and  that  we  would  attempt  to  make  this 
program  work  for  all  EDA's  constituencies. 

PERFORMANCE  MEASURES 

Mr.  Rogers.  Switching  gears  a  minute  now.  Do  you  intend  to 
change  in  any  way  the  use  of  the  performance  measures  to  evalu- 
ate program  effectiveness.  As  you  know,  when  you  make  an  appli- 
cation for  an  EDA  grant  now,  you  have  got  to  include  the  number 
of  jobs  created  or  saved  and  the  amount  of  funds  leveraged  from 
other  sources  and  so  forth. 

It  has  often  been  hard  for  some  of  our  projects  to  meet  those 
standards,  and  some  people  believe  they  are  not  good  performance 
measures  anyway.  Are  you  going  to  change  in  any  way  the  use  of 
performance  measures  to  evaluate  program  effectiveness? 

Mr.  Ginsberg.  I  would  like  to  take  a  comprehensive  look  at  that 
issue  and  I  have  not  yet  had  an  opportunity  to  do  that.  I  think  that 
when  you  get  into  issues,  as  Chairman  Mollohan  was  addressing 
a  few  moments  ago  about  competitiveness  and  about  the  strategies 
of  the  local  community,  I  think  other  factors  enter  into  it,  more 
than  simply  a  numerical  qualification  of  jobs  retained,  jobs  created, 
and  dollars  leveraged. 

I  would  like  to  take  another  look  at  performance  measures,  both 
criteria  for  EDA  decision-making  and  then  the  measures  by  which 
we  evaluate  the  decisions  we  have  made,  and  I  intend  to  do  that 
in  the  coming  year,  but  that  is  not  something  I  have  had  an  oppor- 
tunity to  get  into  yet. 

Mr.  Rogers.  I  appreciate  you  are  new  on  the  job,  but  your  budg- 
et justifications  do  state  that  you  will  be  holding  all  programs  to 
traditional  EDA  performance  standards,  including  those  that  I 
mentioned. 

Now,  will  that  be  true  across  the  board  for  all  EDA  programs? 
Will  all  the  programs  be  held  to  the  same  criteria? 
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Mr.  Ginsberg.  Excuse  me  one  moment.  I  think  we  do,  Congress- 
man, have  different  performance  measures  for  each  of  our  pro- 
grams, and  unless  changed,  we  would  continue  to  adhere  to  the 
performance  measures  that  are  specified  in  the  budget  support  ma- 
terials. 

My  earlier  comment  was  simply  intended  to  address  the  fact  that 
it  would  be  my  intention  in  the  coming  year  to  look  at  that  issue 
and  to  perhaps  rethink  the  issue  of  how  we  make  funding  decisions 
and  also  how  we  evaluate  the  funding  decisions  that  we  have 
made. 

DEFENSE  CONVERSION  PERFORMANCE  MEASURES 

Mr.  Rogers.  Well,  I  have  to  tell  you  that  on  page  EDA-31  it 
states  that  you  are  going  to  exempt  the  defense  conversion  monies 
from  using  performance  measures  and  justifications  that  other  pro- 
grams and  applicants  must  meet.  I  want  to  know  why  the  defense 
conversion  projects  don't  have  to  meet  the  same  kind  of  perform- 
ance requirements  that  the  rest  of  the  programs  must  meet  for  a 
project  to  be  funded  by  EDA. 

Mr.  Ginsberg.  The  Defense  Conversion  funds  are  either  proc- 
essed as  sudden  severe  economic  dislocation  under  Title  DC  or  as 
public  works  under  Title  I.  They  have  been  primarily  to  date  the 
former,  that  is  to  say.  Title  DC  projects,  and  they  have  been  held 
to  the  standards  of  a  Title  DC  project.  If  they  are  processed  as  a 
Title  I  project,  they  are  held  to  the  standards  of  the  Title  I  project. 

That  is  the  way  we  have  dealt  with  that  issue  and  that  is  how 
we  will  continue  to  do  so. 

Mr.  Rogers.  But  the  sudden  and  severe  are  being  held  to  certain 
requirements,  the  private  sector  ratio  of  Federal  dollars,  for  exam- 
ple. 

Mr.  Ginsberg.  Yes. 

Mr.  Rogers.  But  the  defense  investment  funds  are  exempted 
from  all  of  those  requirements  that  the  rest  of  us  have  to  meet,  as 
I  understand  it. 

Mr.  Ginsberg.  I  will  get  a  clarification  of  this.  Congressman,  but 
that  has  not  been  my  understanding  and  if  there  is  any  additional 
information  or  clarification  we  can  provide,  we  will  of  course  do 
that.  But  that  has  not  been  my  understanding. 

My  understanding  is,  as  I  said,  if  defense  conversion  funds  are 
spent  as  a  Title  DC  project,  then  they  are  held  to  the  standards  of 
Title  DC  and  the  same  would  be  true  for  Title  I.  Most  of  them,  as 
I  said,  have  been  processed  as  Title  DC  projects  to  date. 

Mr.  Rogers.  Well,  it  is  unclear  from  reading  your  justifications. 

Mr.  Ginsberg.  We  will  certainly  clarify  that  for  you. 

[The  information  follows:] 

Defense  Conversion  Performance  Measures 

Until  this  fiscal  year,  all  defense  conversion  projects  were  funded  through  the 
Title  IX  Economic  Adjustment  program  and  subjected  to  its  eligibility  and  project 
selection  criteria.  However,  as  the  FY  1994  appropriation  language  permits  funding 
for  defense  conversion  through  any  of  the  program  titles,  generic  defense  project  se- 
lection criteria  have  been  developed.  These  criteria  are  in  addition  to,  not  a  sub- 
stitute for,  the  criteria  governing  project  selection  under  the  individual  program  ti- 
tles. A  defense  conversion  project  submitted  for  funding  under  Title  IX  must  still 
meet  the  Title  IX  criteria.  Similarly  a  construction  project  submitted  for  funding 
under  Title  I  must  meet  the  project  selection  criteria  for  that  program. 
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EDA  is  in  the  process  of  developing  performance  measures  for  the  Defense  Con- 
version program.  We  anticipate,  as  stated  in  the  Budget  submission  on  EDA-31  and 
EDA-32  and  more  extensively  on  EDA-73  and  EDA-74,  that  these  measures  will 
differ  from  the  traditional  measiu-es  currently  applied  to  EDA's  other  programs. 
EDA's  intent  is  to  develop  performance  measures  reflective  of  the  fact  that  restruc- 
turing the  economies  of  defense-impacted  communities  will  be  a  long-term  process. 
EDA's  investments  will  facilitate  this  process  but  will  not  necessarily,  in  and  of 
themselves,  produce  the  types  of  results  that  can  be  evaluated  using  traditional  per- 
formance measures. 

Mr.  Rogers.  So  you  are  showing  us  here  that  the  defense  conver- 
sion projects  will  be  held  to  the  same  criteria  that  the  rest  of  us 
do  in  justifying  a  grant  or  loan? 

Mr.  Ginsberg.  Yes.  Whether  they  would  be  viewed  as  a  Title  IX 
project  or  a  Title  I  project  depends  on  the  particular  circumstances, 
but  that  is  my  understanding,  and  if  that  in  any  way  needs  elabo- 
ration or  that  is  not  correct,  we  will  communicate  that  to  you  abso- 
lutely. 

SUPPORT  FOR  EDA 

Mr.  Rogers.  Well,  I  will  have  some  other  questions.  I  can  submit 
them  for  the  record,  Mr.  Chairman.  I  want  to  thank  the  new  Direc- 
tor for  being  with  us  here  today.  Mr.  Secretary,  we  wish  you  well 
in  your  job. 

It  is  a  good  job  and  you  have  got  a  good  staff  with  you.  Although 
we  may  put  you  on  the  hot  seat  here  at  times,  I  think  you  will  find 
we  are  a  supportive  subcommittee. 

We  do  have  definite  ideas  of  course,  as  you  probably  suspected, 
as  do  our  colleagues  over  in  the  other  body.  From  time  to  time  we 
will  find  things  to  differ  with  you  on,  but  for  the  most  part  we  will 
agree  with  you. 

Mr.  Ginsberg.  I  appreciate  that  and  I  know  how  supportive  this 
subcommittee  and  the  Appropriations  Committee  have  been  to 
EDA  through  some  very  difficult  years,  and  we  are  very  appre- 
ciative of  that,  and  I  look  forward  to  working  with  the  subcommit- 
tee very  much. 

Mr.  Rogers.  I  think  you  have  sensed  on  the  subcommittee,  and 
we  are  not  all  here,  but  you  have  sensed  a  certain  fear  that  the 
EDA  is  being  taken  over  by  those  who  want  to  put  much  more  em- 
phasis on  the  urban  areas,  the  high-tech  areas  and  the  defense  im- 
pacted communities. 

While  we  all  are  interested  in  that,  we  don't  want  to  see  EDA's 
traditional  mission  agency  suffer.  I  yield  back. 

GRANT  PROCESSING 

Mr.  MOLLOHAN.  Thank  you,  Mr.  Rogers.  Mr.  Ginsberg,  just  a  few 
brief  questions  about  a  couple  more  issues.  First  of  all,  I  would  like 
to  discuss  with  you  the  time  it  takes  to  process  EDA  grant  applica- 
tions. We  talked  about  this  issue  during  Secretary  Brown's  hearing. 

Let  me  approach  it  in  this  manner.  You  have  requested  a  reduc- 
tion in  FTEs  of  18,  which  we  discussed  earlier. 

I  can  remember  calling  the  EDA  office  in  West  Virginia  to  ex- 
press some  concern  about  the  long  period  of  time  it  was  taking  to 
process  some  grant  applications. 
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There  is  one  particular  grant  application  which  comes  to  mind. 
I  am  not  sure  yet  whether  it  has  been  approved  not.  I  believe  it 
has  been  approved,  but  the  money  hasn't  been  released  yet. 

Nevertheless,  it  was  at  least  a  13-month  process,  which  is  just 
too  long.  I  have  asked  questions  about  this  issue  in  the  past.  I  un- 
derstand that  you  are  new,  but  have  you  sensed  that  there  is  a 
problem  here?  I  think  it  would  be  an  area  that  where  you  could 
bring  efficiency  to  the  agency. 

Have  any  of  the  Vice  President's  National  Performance  Review 
recommendations  related  to  expediting  grant  applications  and 
doing  business  in  a  more  efficient  manner  at  EDA? 

Mr.  Ginsberg.  The  specific  recommendations  that  impacted  EDA 
did  not  go  to  this  issue.  But  in  the  broader  sense,  Mr.  Chairman, 
I  read  the  Reinventing  Government  report  to  suggest  that  there 
were  many  benefits,  including  efficiency,  in  empowering  one  staff 
and  eliminating  excessive  layers  of  oversight.  Obviously,  consistent 
with  principles  of  good  management  and  protecting  public  re- 
sources, the  government  would  operate  more  efficiently,  and  it 
would  be  more  rewarding  for  taxpayers,  customers  and  for  employ- 
ees if  that  could  happen. 

I  think  that  EDA  is  a  good  example  of  that.  I  think  the  issue  of 
grant  processing  time  is  part  of  the  problem.  I  want  to  say  this  is 
a  very  serious  issue  at  EDA.  I  think  our  ability  to  seize  the  oppor- 
tunities which  exist  for  us  in  terms  of  expanding  the  scope  of  the 
agency  and  our  activities  as  part  of  this  administration  will  to  a 
significant  degree  be  determined  by  the  degree  to  which  we  show 
ourselves  to  be  an  effective  agency. 

It  is  a  very  high  priority  of  mine  as  a  result. 

I  should  also  say  that  prior  to  coming  to  EDA,  I  have  been  a 
grant  recipient,  both  as  a  city  official  and  running  a  not-for-profit. 
I  have  been  a  customer  of  EDA,  so  I  can  appreciate  this  issue  from 
that  perspective  as  well. 

Mr.  MOLLOHAN.  Have  you  had  that  experience  when  you  were  a 
customer  of  EDA? 

Mr.  Ginsberg.  We  had  a  good  relationship  with  the  Philadelphia 
regional  office,  but  certainly  things  went  slowly. 

Mr.  MOLLOHAN.  Did  you  have  any  grants  that  took  as  much  as 
13  months  to  approve? 

Mr.  Ginsberg.  Not  as  much  as  13  months. 

Mr.  MOLLOHAN.  That  is  interesting.  Why  would  they  be  process- 
ing more  quickly  for  Connecticut  than  for  West  Virginia? 

Mr.  Ginsberg.  I  trust  that  is  not  an  issue  of  one  State  versus 
another.  It  relates  to  specifics  in  the  grant  itself. 

Mr.  MOLLOHAN.  A  one-year  process  is  not  unheard  of  in  West 
Virginia. 

Mr.  Ginsberg.  Well,  it  is  too  long,  there  is  no  question.  It  is  cer- 
tainly something  that  we  are  looking  into. 

Mr.  MOLLOHAN.  Having  said  all  this,  I  want  you  to  know  that  I 
like  EDA.  The  EDA  personnel  we  work  with  are  extremely  profes- 
sional and  seem  to  be  forthcoming  in  terms  of  wanting  to  help  get 
the  applications  through  the  process.  Further,  they  try  to  help  you 
distinguish  good  applications.  All  of  that  is  very  positive. 
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In  terms  of  the  professionalism  at  every  level — really  at  every 
level — whether  it  is  the  local  level  or  the  regional  office  or  here  in 
Washington,  I  am  impressed  with  the  professionalism. 

I  really  compliment  the  whole  agency  on  that.  But  then  there  is 
this  slow  burn  in  processing  applications  which  is  hard  to  reconcile 
with  my  otherwise  good  impression  of  the  agency.  Because  we  are 
struggling  economically  in  so  many  different  ways,  there  is  a  real 
impatience  with  this  issue  in  my  State. 

TRADE  ADJUSTMENT  ASSISTANCE 

If  it  were  done  in  four  months,  there  would  still  be  impatience 
I  am  sure,  but  that  impatience  would  not  be  justified.  When  it  gets 
past  a  year — well,  I  don't  want  to  drag  this  hearing  out  for  13 
months  on  this  issue — I'd  like  to  turn  to  the  Trade  Adjustment  As- 
sistance program  because  I  do  want  to  get  something  on  the  record 
here  about  that. 

The  Trade  Adjustment  Assistance  program  has  been  extremely 
important  to  us.  The  Mid-Atlantic  Trade  Adjustment  Assistance 
Center  has  been  helpful  to  a  number  of  injured  firms  in  my  Dis- 
trict. The  firms  are  very  concerned  about  this  program  being  di- 
minished or  terminated.  What  was  your  rationale  for  terminating 
TAA  and  how  will  the  services  currently  provided  by  TAA  be  made 
up  otherwise? 

Mr.  Ginsberg.  The  reasoning  has  been  that  there  are  potentially 
other  programs  within  Commerce  and  outside  as  well  that  could 
pick  up  this  function  of  management  and  technical  assistance  for 
trade-impacted  firms,  specifically  Manufacturing  Technology  Cen- 
ters in  the  National  Institute  of  Standards  and  Technology  at  Com- 
merce, potentially  EDA's  own  University  Centers,  which  we  will  be 
taking  another  look  at  in  fiscal  year  1994  in  terms  of  evaluating 
that  program,  as  well  as  possibly  the  SBDC  program  in  the  Small 
Business  Administration. 

So  this  was  the  budget  judgment  reflected  in  the  request  before 
you,  Mr.  Chairman,  and  it  was  not  based  on  a  feeling  that  this  was 
an  ineffective  program.  It  was  based  rather  on  a  budget  judgment 
of  priorities  and  a  feeling  that  there  could  be  other  programs  that 
would  pick  up  this  function,  particularly  if  designed  to  do  so.  That 
is  the  justification. 

Mr.  MOLLOHAN.  Okay,  one  final  attempt  at  sensitizing  you  to  all 
of  the  concern  about  EDA's  shifting.  I  think  it  is  a  lot  more  than 
perception.  It  is  about  the  way  dollars  flow.  I  offer  this  in  the  form 
of  a  compliment  to  EDA,  because  you  represent  an  agency  that  has 
stood  behind  economically  distressed  areas,  and  they  depend  on 
your  service. 

These  areas,  the  traditionally  economically  distressed  areas,  are 
the  ones  under  the  most  pressure  from  trade  competition,  fair  com- 
petition, unfair  competition — all  competition. 

So  it  is  another  setback  for  EDA  to  back  off  from  our  issues.  It 
is  like  pulling  another  rug,  if  you  will,  out  from  under  traditional 
economic  areas  and  the  economic  problems  they  are  having. 

So  I  really  invite  you  to  reassess  these  issues  and  to  look  at  how 
all  these  new  initiatives  are  being  perceived  from  the  traditional 
areas  perspective. 
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They  are  areas  that  have  been  struggling  for  a  long  time  and 
who  have  depended  upon  EDA.  So  in  a  sense,  this  expression  of 
concern,  as  I  said,  is  really  a  compliment  to  the  agency.  You  have 
traditionally  meant  so  much  to  us  and  we  don't  like  to  see  you 
courting  another  person,  so  to  speak. 

Mr.  Ginsberg.  Allow  me  to  assure  you  that  I  will  take  another 
look  at  this  issue. 

Mr.  MOLLOHAN.  I  think  it  is  real. 

Mr.  Ginsberg.  And  this  hearing  certainly  has  sensitized  me  fur- 
ther to  those  issues. 

Mr.  MOLLOHAN.  Thank  you,  very  much. 

Mr.  Ginsberg.  Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  By  Congressman  Smith 

Status  of  Supplemental  Funding 

QUESTION: 

In  the  recent  emergency  supplemental  for  the  Los  Angeles 
earthquake,  funds  were  appropriated  for  a  contingency  fund 
to  be  used  at  the  discretion  of  the  President.  When  do  you 
expect  to  be  notified  of  the  distribution?  How  much  of  the 
$550  million  do  you  anticipate  will  be  targeted  to  EDA 
programs? 

ANSWER: 

On  March  18,  1994,  the  President  approved  the  transfer  of 
$8  million  of  his  $550  million  discretionary  fund  to  EDA 
for  Economic  recovery  planning  assistance  and  minority 
business  assistance  for  the  Los  Angeles  earthquake.  An 
additional  $18  million  was  provided  to  EDA  from  the 
contingency  fund  for  Northeast  Fisheries  assistance. 

QUESTION: 

What  was  your  request  to  0MB  for  this  emergency 
supplemental,  and  on  what  criteria  was  your  funding 
estimate  based? 

ANSWER: 

EDA  requested  $260  million  in  emergency  supplemental  needs 
for  the  Los  Angeles  earthquake;  as  of  April  11,  1994,  this 
request  was  still  under  review.  The  estimate  for 
earthquake  funds  was  based  on  EDA's  recent  experience  in 
disaster  recovery,  primarily  in  Florida  resulting  from  the 
damage  caused  by  Hurricane  Andrew  in  August  1992.  A 
correlation  between  the  types  of  assistance  appropriate  for 
the  two  disasters,  i.e.  public  works,  revolving  loan  funds, 
recovery  strategy  assistance  and  technical  assistance,  is 
expected  with  a  heavier  emphasis  placed  on  the  cost  of 
damaged  public  infrastructure  associated  with  the 
earthquake.  The  $54  million  EDA  committed  in  Florida  was 
analyzed  by  project  type  and  then  extrapolated  to  reflect 
the  larger  and  more  densely  populated  earthquake  affected 
area  of  California. 

QUESTION: 

What  is  the  status  of  the  emergency  funding  provided  for 
EDA  in  last  year's  Mid-West  flood  supplemental?  How  much 
has  been  distributed  to  date,  and  when  do  you  anticipate 
the  remainder  of  the  funds  being  distributed? 
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ANSWER: 

As  of  March  31,  1994,  EDA  had  invited  applications 
amounting  to  $131.0  million.  Of  these,  $8.4  million  have 
been  obligated.  Additionally,  EDA  has  set  aside  $18 
million  to  be  used  to  fund  levee  repairs.  Out  of  124 
proposals  received  for  levees,  47  projects  amounting  to 
$18.2  million  have  been  selected  for  further  consideration. 

To  date,  project  activity  amounting  to  over  $200  million 
have  been  identified.  EDA  estimates  that  $75.0  million 
will  be  awarded  by  June  30,  1994;  another  $75  million  will 
be  awarded  by  September  30,  1994;  and  the  balance  will  be 
awarded  by  December  31,  1994. 

QUESTION: 

Is  the  $2  00  million  provided  for  the  Mid-West  flood 
supplemental  sufficient  to  accommodate  the  requests  for  EDA 
funding  for  that  purpose? 

ANSWER: 

Given  the  emergency  nature  of  the  projects  that  are  given 
priority  consideration,  we  expect  the  $200  million  to  be 
sufficient  to  accommodate  all  meritorious  requests  for  EDA 
assistance. 

Shift  in  Programmatic  Emphasis 

QUESTION: 

The  FY  1995  budget  request  includes  more  funding  for 
Defense  conversion  ($140  million)  than  is  requested  for  the 
traditional  Public  Works  program  under  EDA  ($130.9 
million) .  Does  this  request  reflect  a  shift  in 
programmatic  emphasis  for  the  Economic  Development 
Administration? 

ANSWER: 

The  emphasis  for  the  Economic  Development  Administration 
continues  to  be  providing  economic  development  assistance 
to  economically-distressed  communities  across  the  Nation. 
Defense  conversion  is  only  one  element  of  our  programs — 
amounting  to  34  percent  of  our  total  budget  request.  EDA 
funds  technical  assistance,  planning,  revolving  loan  funds, 
business  development,  and  infrastructure  enhancement  and 
repair  from  its  defense  conversion  appropriations 
consistent  with  its  mission  and  with  Title  IX  of  PWEDA. 
Our  goal  is  to  continue  our  tradition  of  making  public 
works  grants  to  the  communities  facing  the  greatest 
economic  distress. 
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QUESTION: 

Do  you  anticipate  further  increases  in  the  defense 
conversion  activity  in  subsequent  years?  At  what  rate  do 
you  anticipate  the  program  will  increase? 

ANSWER: 

The  $140  million  being  requested  for  defense  conversion 
activities  in  FY  1995  will  enable  EDA  to  respond  to  the 
increased  pace  of  base  closure  activities  in  1995  resulting 
from  the  1988,  1991,  and  1993  base  closure  rounds. 
Additionally,  EDA  will  be  assisting  communities  adversely 
impacted  by  defense  contract  reductions  and  cancellations 
and  reductions  at  Department  of  Energy  facilities.  Because 
the  next  scheduled  round  of  base  closures  (BRAC  '95)  is 
widely  anticipated  to  be  more  severe  than  any  previous 
round,  EDA  is  expecting  that  the  pace  of  defense  adjustment 
activity  will  be  sustained  at  a  substantial  level  for 
several  years.  EDA's  funding  needs  for  defense  conversion 
are  based  on  the  rate  of  base  closures  and  contract 
reductions.  EDA's  defense  conversion  estimates  will 
reflect  any  changes  in  these  estimates. 

Defense  Conversion  Assistance 

QUESTION: 

You  are  requesting  a  total  of  $140  million  for  economic 
assistance  grants  to  assist  communities  impacted  by 
Department  of  Defense  base  closures  and  procurement 
reductions,  an  increase  of  $60  million  above  the  amounts 
provided  for  FY  1994.  What  is  the  status  of  the  funding 
provided  for  FY  1994?  Please  provide  for  the  record  a 
state  breakout  of  the  defense  conversion  fund  provided  to 
date. 

ANSWER: 

Project  activity  has  been  developed  to  fully  exhaust  the 
$80  million  appropriated  to  EDA  for  FY  1994.  These  funds 
will  be  obligated  by  the  end  of  the  fiscal  year.  A  state 
breakout  of  the  defense  conversion  fund  provided  to  date  is 
as  follows  (amounts  include  funds  obligated  from  DOD 
transfers) : 
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EDA  DEFENSE  ADJUSTMENT  ASSISTANCE 

Cumulative  Obligations 

As  of  March  31,  1994 

(in  thousands  of  dollars) 


State 

AZ 
AR 
CA 
CO 
CT 
IL 
IN 
LA 
ME 
MD 
MA 
MO 
MS 
MT 
NH 
NY 
NO 
PA 
RI 
SC 
SO 
TX 
VA 
WA 
WV 
TOTAL 


Obliaations 

$587 

3, 

,126 

25, 

,950 

225 

3, 

rll3 

2< 

,500 

233 

2, 

,079 

1, 

,840 

1, 

,184 

2, 

,825 

6, 

,700 

1, 

,500 

320 

3, 

,225 

6, 

,655 

1. 

,275 

5, 

,450 

3, 

,500 

2, 

,250 

75 

4, 

,334 

3, 

,300 

387 

27 

82,660 


QUESTION: 

What  is  the  status  of  the  funding  provided  under  the 
Defense  Department's  appropriation  in  prior  fiscal  years? 
Are  funds  being  used  strictly  for  planning  purposes,  or  are 
any  of  the  funds  used  for  the  purpose  of  infrastructure 
development  projects? 

ANSWER: 


It  is  projected  that  the  $130  million  received  from  DoD  in 
FY  1992  and  FY  1993  ($50  million  and  $80  million, 
respectively)  will  be  fully  obligated  by  September  30, 
1994.  EDA  has  used  these  funds  to  support  strategic 
implementation  activities  that  include  technical 
assistance,  revolving  loan  funds,  and  infrastructure 
improvements.  Approximately  67  percent  of  the  cumulative 
defense  adjustment  funds  obligated  to  date  have  been  used 
for  the  construction  of  public  improvements  and 
infrastructure  related  to  base  reuse  or  economic  adjustment 
of  defense  impacted  communities. 
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QUESTION: 

Will  all  of  the  defense  conversion  funding  be  used  to 
provide  assistance  to  coitununities,  or  will  some  of  the 
funding  be  targeted  to  specific  businesses? 

ANSWER: 

Consistent  with  EDA  policies  and  regulations,  all  defense 
economic  adjustment  assistance  is  provided  through  grants 
to  communities,  i.e.,  to  public  sector  entities,  states  and 
local  governments,  and  non-profit  development  organizations 
of  various  types.  EDA  cannot  award  grants  to  specific 
businesses. 

QUESTION: 

Does  the  pending  EDA  reauthorization  bill  address  the  issue 
of  defense  conversion?  What  specifically  is  authorized  for 
defense  conversion  in  FY  1995  in  that  legislation? 

ANSWER: 

A  Departmental  legislative  proposal  submitted  on 
February  2,  1994  to  Chairman  Norm  Mineta,  House  Public 
Works  and  Transportation  Committee,  and  Chairman  Bob  Wise, 
House  Subcommittee  on  Economic  Development,  provides 
comments  and  a  revised  set  of  recommendations  on  H.  R. 
2442,  the  Economic  Development  Administration  Act  of  1993. 
Under  Title  VII  of  the  legislative  proposal,  the  following 
two  recommendations  relate  to  defense  conversion. 

•  Amend  redesignated  section  507  (former  section  708) 
by  inserting  a  new  subsection  (d)  which  permits  the 
Secretary  to  use  up  to  5  percent  of  transferred  funds 
to  defray  the  cost  of  program  administration.  This 
subsection  is  necessary  because  the  transfer  of  funds 
from  the  Department  of  Defense  during  1992  and  1993 
provided  for  this  authority  only  on  a  "piecemeal" 
basis. 

•  Amend  Title  V  by  adding  at  the  end  thereof  a  new 
Section  516  which  would  provide  the  Secretary  with 
additional  authority  to  provide  timely  assistance  to 
communities  affected  by  military  base  closures  or 
realignments.  Section  516  proposes  allowing 
assistance  without  grantees  having  title  or  a  lease 
for  defense-owned  property,  for  the  useful  life  of 
the  project  in  those  instances  where  the  Secretary 
determines  that  financial  assistance  is  necessary  to 
the  economic  development  of  the  area. 

QUESTION: 

What  is  the  criteria  used  to  evaluate  grant  applications 
for  defense  conversion  funding  and  how  does  that  criteria 
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differ  from  the  criteria  used  to  evaluate  Public  Works 
applications?  Will  the  economic  development  representa- 
tives be  evaluating  both  types  of  proposals? 

ANSWER: 

In  considering  applications  for  defense  adjustment  funding, 
priority  is  given  to  projects  which  (i)  assist  in  the 
conversion  of  military  facilities  or  former  military 
facilities  to  non-military  use,  (ii)  assist  in  the 
conversion  of  defense-dependent  businesses  toward  non- 
defense  economic  activity  and  (iii)  assist  in  the  creation 
of  jobs  for  workers  formerly  employed  in  military 
installations  or  by  military  contractors.  For  Title  I, 
Public  Works  funding,  priority  is  given  to  projects  that 
(i)  improve  opportunities  for  the  successful  establishment 
or  expansion  of  industrial  or  commercial  plants  or 
facilities,  (ii)  assist  in  creating  or  retaining  private 
sector  jobs  in  the  near-terms,  as  well  as  additional  long- 
term  employment,  provided  that  the  jobs  are  not  transferred 
from  other  areas  and  will  result  in  a  low  cost-per-job  in 
relation  to  EDA  cost,  (iii)  benefit  the  long-term 
unemployed  and  members  of  low-income  families  residing  in 
the  area  served  by  the  project,  (iv)  fulfill  a  pressing 
need  of  the  area  and  can  be  started  and  completed  in  a 
timely  manner,  and  (v)  demonstrate  adequate  local  funding 
support,  with  evidence  that  such  support  is  firmly 
committed  and  available.  EDA's  Economic  Development 
Representatives  and  regional  staff  evaluate  applications 
for  both  programs. 

QUESTION: 

Does  the  grant  application  process  for  defense  conversion 
funding  differ  from  the  process  used  to  award  other  EDA 
program  grants?  What  is  the  average  processing  time  for 
defense  conversion  grants,  and  how  does  that  compare  to 
other  EDA  grant  programs? 

ANSWER: 

The  grant  application  process  for  defense  conversion 
funding  does  not  differ  in  any  significant  way  from  those 
used  for  other  EDA  program  grants.  Processing  time, 
measured  from  EDA's  receipt  of  an  application  to  award  of 
grant  for  defense  adjustment  assistance  grants  approved  in 
FY  1994  to  date  averages  8.2  months  with  a  median 
processing  time  of  6.5  months.  For  Public  Works  grants 
approved  in  FY  1994  to  date,  the  average  processing  time  is 
9.7  months. 
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QUESTION: 


You  are  requesting  subsidy  funds  for  an  economic 
development  guaranteed  loan  program  in  FY  1995  to  support 
$2  69  million  in  new  capital.  What  is  the  subsidy  rate  of 
this  loan  program,  and  on  what  estimate  is  that  subsidy 
rate  based? 

ANSWER: 

The  subsidy  rate  for  this  program  is  18.06  percent.  The 
level  of  guarantee  authority  was  determined  in  accordance 
with  the  requirements  of  the  Credit  Reform  Act  of  1990. 
Since  the  previous  EDA  loan  guarantee  program  was 
essentially  dormant  in  the  1980s  and  early  1990s,  EDA's 
historical  subsidy  rate  did  not  provide  a  valid  basis  for 
estimating  the  proposed  program's  subsidy  rate. 
Consequently,  EDA  assumed  a  conservative  subsidy  rate, 
based  on  the  following  technical  assumptions: 

•  Loan  guarantees  will  be  fully  disbursed  in  the  year 
of  commitment  and  have  an  average  life  of  15  years. 

•  Of  those  loans  that  default/result  in  a  loss,  half 
of  the  losses  will  take  place  in  year  three  and  half 
will  occur  in  year  four. 

•  Of  the  total  loans  approved,  22  percent  will  fail; 
but  the  actual  loss  to  the  government  will  be  50 
percent  of  the  outstanding  balance  at  the  time  of 
failure.  Through  liquidation,  EDA  will  recover  50 
percent  of  the  value  of  the  guarantee  at  the  time  of 
failure,  and  do  so  in  the  second  year  after 
failure. 

QUESTION: 

How  does  this  subsidy  rate  compare  to  that  of  other  similar 
loan  guarantee  programs,  and  what  is  the  reason  for  the 
difference? 

ANSWER: 

The  subsidy  rate  is  higher  than  for  most  other  business 
loan  guarantee  programs.  However,  as  an  economic 
development  tool,  the  EDA  loan  guarantee  program  would 
support  business  investment  in  activities  central  to  the 
future  economic  base  of  distressed  rural  and  urban 
communities.  The  subsidy  estimate  could  be  significantly 
reduced  in  future  years,  once  EDA  has  an  actual  project 
track  record  upon  which  to  base  it.  A  higher  subsidy 
provides  a  greater  degree  of  flexibility  in  funding 
projects.  EDA  would  fund  projects  only  if  the  risk  was  due 
to  the  changing  nature  of  the  product  or  industry — such  as 
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commercializing  new  technology,  the  location  of  the 
project,  or  the  term/ length  of  the  loan.  EDA  would  not 
fund  projects  deemed  risky  because  of  their  actual 
financial  condition. 

QUESTION: 

Your  statement  indicates  that  this  loan  program  will 
provide  assistance  to  "innovative,  high  growth"  companies? 
What  specifically  is  the  definition  of  "innovative,  high 
growth"  companies? 

ANSWER: 

EDA  would  make  every  effort  through  its  proposed  loan 
guarantee  program  to  foster  the  development  of  firms 
successfully  competing  in  the  international  marketplace, 
particularly  ones  converting  to  state-of-the-market 
technology  or  commercializing  new  technologies.  In 
addition,  EDA  would  work  as  a  partner  with  the  local 
community  in  developing  an  overall  economic  development 
strategy,  and  through  that  process  in  identifying — with  the 
local  business  and  lending  communities — appropriate  funding 
targets.  Since  the  needs,  capabilities  and  resources  of 
distressed  communities  vary  significantly,  the  particular 
companies  will  differ  as  well. 

QUESTION: 

To  what  extent  was  this  loan  program  proposal  coordinated 
with  other  Federal  loan  guaranty  agencies?  How  will  you 
assure  that  there  is  no  overlap  with  other  agencies  such  as 
SBA? 

ANSWER: 

Yes,  extensive  discussions  were  held  with  SBA  and  FmHA. 
EDA  has  researched  this  program  and  participated  in 
interagency  meetings  on  this  subject.  In  proposing  the 
parameters  of  this  program,  EDA  has  crafted  a  program  that 
complements,  but  does  not  compete  with  other  Federal  loan 
guarantee  programs  for  business  financing.  Creating, 
upgrading,  or  saving  jobs  through  business  loans  is 
economic  development  no  matter  who  finances  them.  Other 
loan  programs  focus  on  individual  firms,  regardless  of 
economic  distress.  EDA's  loan  guarantee  program  would  be 
an  integral  part  of  a  targeted  economic  development 
strategy.  EDA  will  complement  RDA's  Business  and 
Industrial  guarantee  program  for  firms  located  in  rural 
areas,  or  communities  of  50,000  people  or  less.  EDA  will 
guarantee  financing  for  firms  that  need  more  than  $750,000 
and  that  are  excluded  from  the  SBA  program  because  the  loan 
amount  exceeds  SBA's  loan  limits.  EDA  estimates  that  the 
average  EDA  loan  guarantee  will  be  about  $2  million,  which 
significantly  exceeds  both  the  maximum  SBA  limit  of 
$750,000,  and  the  average  SBA  guarantee  of  about  $200,000. 
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Office  of  Economic  Conversion  Information 

QUESTION: 

You  are  requesting  resources  in  FY  1995  under  the  salaries 
and  expenses  account  to  "permanently"  fund  and  expand  the 
Office  of  Economic  Conversion  Information  (OECI) .  What  is 
the  specific  purpose  of  this  office  and  the  level  of 
resources  being  devoted  to  OECI  in  FY  1994? 

ANSWER: 

The  OECI  was  established  in  November  1993  as  a 
clearinghouse  of  information  needed  to  anticipate,  plan 
for,  and  respond  to  defense  downsizing  and  other  economic 
dislocations.  Its  mission  is  to  provide  a  convenient  way 
for  communities,  businesses  and  individuals  to  access 
timely  information  about  economic  conversion  programs  and 
opportunities.  The  clearinghouse  includes:  general 
background  references;  points  of  contact  at  the  federal, 
state  and  local  levels;  economic  and  defense  statistical 
data;  information  sources,  case  studies  and  strategies; 
adjustment  program  descriptions;  and,  technology 
development,  application  and  transfer  opportunities. 

In  FY  1994,  the  OECI  budget  is  $1.5  million.  This  amount 
includes  a  temporary  reallocation  of  $700  thousand  from 
within  EDA  and  a  one-time  transfer  of  $800  thousand  from 
DOD.  Permanent  funding  for  the  continuation  and  expansion 
of  OECI  is  required  in  FY  1995. 

QUESTION: 

Why  is  it  necessary  to  establish  a  separate  office  for 
providing  information  on  defense  conversion  programs?  Are 
the  existing  assisting  delivery  mechanisms  of  EDA  (EDRs, 
University  centers,  etc.)  not  equipped  to  provide 
information  on  defense  conversion? 

ANSWER: 

Post-Cold  War  defense  procurement  cuts  and  successive 
rounds  of  military  base  closures  are  causing  substantial 
economic  hardship  nationwide,  affecting  communities, 
businesses  and  workers,  civilian  and  military.  Federal 
resources  for  economic  adjustment  and  conversion  assistance 
to  help  in  the  transition  to  civilian  activities  are  spread 
out  among  a  large  number  of  Federal  departments  and 
agencies,  and  state  and  local  governments.  To  address 
this  problem,  EDA  established  the  OECI  to  serve  as  a 
clearinghouse  on  these  economic  adjustment  programs,  a 
"one-stop  information  shop." 

This  clearinghouse  complements  and  enhances  the  conversion 
activities  of  existing  agencies  and  programs.  It  will  not 
duplicate  these  efforts,  but  coordinates  with  them  in 
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establishing  a  more  comprehensive,  "user-friendly," 
publicly  accessible  information  system  encompassing  all 
conversion-related  programs,  from  job  training  to 
technology  development.  In  addition,  the  clearinghouse 
provides  a  more  extensive  set  of  information  databases  and 
provides  a  larger  number  of  "user-friendly"  services  then 
currently  exist  in  individual  agencies  and  programs. 

The  dissemination  system  consists  of  a  central  data  base  of 
defense  and  economic  adjustment  information  accessible  by 
direct  dial,  via  INTERNET,  from  "1-800"  operators  within 
EDA,  CD-Roms  produced  quarterly  (available  at  Federal 
Depository  Libraries  or  for  purchase)  and  through  an 
automated  FAX  system.  These  various  sources  of  information 
enhance  the  EDA's  existing  delivery  mechanisms  and  provide 
EDA's  customers  with  additional  sources  of  information. 

QUESTION:  ,    .., 

What  is  the  level  of  staff  assigned  to  this  office  in  FY 
1994,  and  from  what  programs  were  these  staff  reassigned? 
Where  are  these  personnel  located?  Where  will  the  11 
positions  requested  for  FY  1995  be  located  —  at 
headquarters  or  in  Regional  offices? 

ANSWER: 

In  FY  1994  the  OECI  is  being  staffed  by  a  combination  of 
federal  and  contract  employees.  The  staff  includes 
fourteen  operators  with  supervisors  (in  two  daily  shifts) 
and  five  professional  and  support  personnel.  The  operators 
and  shift  supervisors  are  provided  through  an  8-A 
contractor,  and  the  professional  and  support  personnel  are 
newly  recruited  federal  employees.  The  OECI  office  and 
personnel  are  located  in  EDA's  Washington  offices. 

QUESTION: 

How  is  the  information  that  is  collected  and  managed  by  the 
office  distributed?  Are  any  of  the  funds  requested  in  FY 
1995  for  computer  and  telecommunications  equipment  related 
to  on-line  distribution  of  that  information? 

ANSWER: 

The  OECI  dissemination  system  consists  of  a  central  data 
base  of  defense  and  economic  adjustment  information 
accessible  through  a  computer  bulletin  board  by  direct  dial 
via  an  1-800  number,  via  INTERNET,  from  "1-800"  operators 
within  EDA,  CD-ROM  produced  quarterly  (available  at  Federal 
Depository  Libraries  or  for  purchase)  and  through  an 
automated  FAX  system. 

For  those  wishing  to  access  the  clearinghouse  via  1-800 
operators,  the  OECI  is  open  from  8:00  am  to  8:00  pm  EST. 
It  is  accessible  to  the  deaf  and  hearing  impaired  via  TDD 


894 


and  to  Spanish  speaking  customers  with  the  assistance  of 
bilingual  operators.  Computer  users  may  access  the  data 
base  on  a  2 4 -hour  basis,  as  may  the  automated  FAX  users. 

The  funds  requested  in  FY  1995  will  be  used  principally  to 
update  and  expand  the  information  base,  enhance 
dissemination  systems,  and  facilitate  communication  and 
information  sharing  among  and  between  customer  groups. 
Resources  will  also  be  allocated  to  salaries  and  expenses, 
including  technology  enhancements  and  communication  costs. 

QUESTION: 

What  would  be  the  impact  of  not  receiving  this  requested 
increase  of  11  positions  and  $2.3  million? 

ANSWER: 

If  EDA  does  not  receive  the  $2.3  million  requested  for 
OECI,  it  would  result  in  the  complete  elimination  of  the 
office  and  the  currently  existing  five  federal  positions 
whose  technical  skills  eliminate  them  from  reassignment 
into  one  of  the  economic  development  programs. 

Trade  Adjustment  Assistance  Termination 

QUESTION: 

You  are  again  proposing  to  eliminate  funding  for  the  Trade 
Adjustment  Assistance  Center  (TAAC)  Program  which  provides 
assistance  to  firms  and  industries  adversely  impacted  by 
imports.  This  program  was  reauthorized  by  the  budget 
reconciliation  act  last  year.  Doesn't  EDA  now  have  a 
statutory  mandate  to  continue  to  carry  out  trade  adjustment 
assistance? 

ANSWER: 

The  Department  of  Commerce  and  EDA  have  statutory  authority 
to  carry  out  a  Trade  Adjustment  Assistance  Program. 
However,  Agency  resources  will  be  allocated  to  business 
assistance  programs  that  serve  a  wider  spectrum  of  firms 
rather  than  the  limited  group  of  manufacturers  directly 
impacted  by  imports. 

QUESTION: 

I  understand  that  EDA  has  a  backlog  of  firms  applying  for 
eligibility  for  trade  adjustment  technical  assistance. 
What  is  the  status  of  that  backlog?  How  do  you  propose  to 
assist  those  firms  that  continue  to  apply  for  this 
assistance? 
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ANSWER: 

EDA  does  not  have  a  backlog  of  firms  applying  for 
eligibility  to  participate  in  the  program.  What  might  be 
considered  a  backlog  are  those  technical  assistance  tasks 
identified  in  accepted  adjustment  proposals.  We  will 
continue  to  utilize  resources  available  to  the  program  to 
provide  the  technical  assistance  needed  using  professional 
staff  at  the  TAACs  and  through  the  use  of  experts  under 
contracts  issued  by  the  TAACs. 

QUESTION: 

You  currently  have  15  positions  at  EDA  devoted  to  trade 
adjustment  assistance.  How  many  of  those  positions  are 
currently  filled?  Should  your  request  be  approved,  these 
positions  would  be  eliminated.  What  would  happen  to  these 
employees  under  your  proposal? 

ANSWER: 

The  thirteen  (13)  employees  currently  assigned  to  the  Trade 
Adjustment  Assistance  program  will  be  re-assigned,  within 
EDA,  to  positions  where  each  one's  training,  experience, 
and  skills  can  be  utilized  to  the  maximum. 

Research,  Evaluation  and  Demonstration  Program 

QUESTION: 

EDA  received  $500,000  in  FY  1994  for  the  Research, 
Evaluation,  and  Demonstration  program.  Have  these  funds 
been  distributed  yet?  Please  provide  for  the  record  a 
description  of  the  types  of  projects  you  will  fund  under 
this  program  and  the  recipients  of  the  funding. 

ANSWER: 

Funds  for  FY  1994  have  not  been  distributed  yet  pending 
publication  of  EDA's  program  announcement  in  the  Federal 
Register.  EDA  is  particularly  interested  in  receiving 
proposals  dealing  with  productivity  and  technology, 
industrial  competitiveness,  minority  business  and  minority 
jobs,  job  creation  methods  and  state  and  local  economic 
development  efforts.  Eligible  applicants  include  private 
individuals,  partnerships,  corporations,  associations, 
colleges  and  universities. 

QUESTION: 

You  are  asking  to  continue  this  $500,000  in  FY  1995.  Will 
any  of  these  funds  be  used  for  continuations  of  the 
projects  funded  in  FY  1994? 
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ANSWER: 

Funds  for  this  program  are  obligated  annually  on  a  project- 
by-project  basis.  None  of  these  funds  will  be  used  for 
continuations  of  the  projects  funded  in  FY  1994. 

QUESTION: 

Have  any  of  the  Defense  Conversion  funds  provided  in  FY 
1994  been  used  for  research  projects?  Please  provide 
details  for  the  record. 

ANSWER: 

None  of  the  FY  1994  Defense  Conversion  funds  have  been  used 
for  research  projects. 

Streamlining  Grant  Application  Process 

QUESTION: 

What  is  the  status  of  EDA's  efforts  to  streamline  the  grant 
application  process  as  highlighted  in  your  testimony  last 
year? 

ANSWER: 

In  September  of  1993,  the  agency  initiated  a  pilot  grant 
application  process  (Pilot) .  This  Pilot  involves  nine 
Title  IX  Defense  Conversion  projects  for  which  a  revised 
application  process  (team  oriented)  and  revised  application 
forms  have  been  used.  The  goal  is  to  reduce  application 
processing  time,  improve  customer  satisfaction,  assure 
product  quality  and  assure  organizational  accountability. 
To  date,  six  of  the  nine  projects  have  been  approved. 

The  Pilot  will  be  evaluated  for  its  elimination  of 
duplication  of  tasks,  success  in  redefining  regional  staff 
roles  along  generalist  and  specialist  lines,  and  reduction 
in  processing  time  as  a  result  of  decentralization  of 
authority.  Overall  success  of  the  reformed  application 
process  will  be  measured  by  the  substantial  reduction  in 
processing  time  while  maintaining  EDA  accountability  and 
responsiveness . 

It  is  anticipated  that  the  evaluation  process  will  continue 
through  the  early  part  of  1994.  Departmental  and  0MB 
clearance  of  the  reengineered  process,  as  well  as  the 
publication  of  revised  guidelines  and  staff  training  in  new 
procedures,  will  be  completed  to  allow  for  full 
implementation  of  the  reengineered  process  in  FY  1995. 
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QUESTION: 

Have  you  achieved  any  noticeable  efficiencies  in  the  grant 
process  this  year?  What  is  included  in  your  FY  1995  budget 
request  to  address  this  issue? 

ANSWER: 

During  the  first  six  months  of  Fiscal  Year  1994,  EDA  will 
have  conducted  four  special  initiatives:  (1)  the  pilot 
program  of  nine  defense  adjustment  projects  which  defined 
regional  and  national  roles;  (2)  the  Midwest  Floods  of 
1993;  (3)  the  Northwest  Timber  initiative,  and  (4)  the 
Northeast  Fisheries  initiative.  The  pilot  program  has 
resulted  in  projects  being  processed  in  as  little  as  three 
months  which  is  significantly  less  than  the  average  Title 
IX  processing  time  of  over  8  months.  In  its  FY  1995 
budget,  EDA  is  requesting  $340  thousand  in  program 
evaluation  funding. 


ADP  Upgrade 


QUESTION: 


Last  year  EDA  requested  funding  for  ADP  mainframe 
conversion  and  software  enhancements.  What  is  the  status 
of  that  proposal,  and  what  is  requested  in  FY  1995  to 
continue  the  program? 

ANSWER: 

The  FY  1994  Congressional  Request  for  "Salaries  and 
expenses"  (S&E)  was  $30,151,000,  an  increase  of  $3,000,000 
over  the  FY  1994  Base.  Of  the  requested  increase, 
$1,750,000  was  to  have  been  used  for  ADP  mainframe 
conversion  and  software  enhancements.  However,  the  FY  1994 
enacted  S&E  appropriation  was  only  $28,000,000,  thus 
negating  the  Agency's  ability  to  undertake  this  initiative. 

In  FY  1995,  EDA  is  requesting  $1,741,000  for  ADP  mainframe 
conversion  and  software  enhancements.  In  the  interim,  EDA 
is  utilizing  available  resources  in  preparation  for 
conversion  activity.  This  process  is  being  accelerated  as 
the  computer  currently  being  used  is  scheduled  to  go  off- 
line at  the  end  of  FY  1995. 

University  Centers 

QUESTION: 

What  is  the  status  of  the  awarding  of  fiscal  year  1994 
funds  for  University  Centers?  Will  any  new  Centers  receive 
funds  in  FY  1994?  Will  any  of  the  University  Center  funded 
in  FY  1993  not  receive  funding  this  year? 
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ANSWER: 

EDA  intends  to  extend  the  grants  of  56  University  Centers 
through  September  30,  1994.  The  remaining  8  University 
Centers  already  have  a  September  30,  1994,  expiration  date. 
As  of  March  31,  1994,  EDA  had  obligated  University  Center 
funds  totalling  $710,525.  An  additional  $1.1  million  will 
be  required  to  complete  the  extensions. 

At  this  time  EDA  has  not  made  any  final  decisions  regarding 
the  use  of  the  remaining  FY  1994  or  the  FY  1995  program 
funds.  It  is  not  known  at  this  time  whether  any  new 
University  Centers  will  be  funded  in  FY  1994. 

QUESTION: 

Are  you  planning  any  changes  in  the  University  Center 
program  for  FY  1995? 

ANSWER: 

EDA  has  not  made  any  final  decisions  regarding  the  FY  1995 
University  Center  program  at  this  time. 

QUESTION : 

What  level  of  resources  is  each  University  Center  receiving 
in  FY  1994?   How  will  that  change  in  FY  1995? 

ANSWER: 

Listed  below  are  the  names  and  amounts  for  FY  1994 
extensions;  no  final  decisions  on  individual  FY  1995  grant 
levels  have  been  made  at  this  time. 


Philadelphia  Regional  Office 
Univ.  of  New  Hampshire 
Rutgers,  the  State  Univ. 
VA  Polytechnic  Institute 
Morgan  State  University 
State  Univ.  of  New  York 
Univ.  of  Southern  Maine 
Pennsylvania  State  Univ. 
Univ.  of  Massachusetts 
Marshall  University 
Hampton  University 
Cornell  University 
Univ.  of  Puerto  Rico 
WVA  Inst,  of  Technology 
Total 


Grant  thru 

Grant 

9/30/94 

ExDires 

$76,815 

12/31/93 

$76,815 

12/31/93 

$91,512 

12/31/93 

$91,512 

12/31/93 

$59,745 

2/28/94 

$51,210 

3/31/94 

$61,008 

3/31/94 

$25,605 

6/30/94 

$20,336 

7/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

0 

9/30/94 

$585,062 
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Atlanta  Regional  Office 
Benedict  College 
Auburn  University 
Florida  State  University 
Western  Carolina  Univ. 
Memphis  State  University 
Clark-Atlanta  University 
Georgia  Inst,  of  Technology 
Florida  A&M  University 
MS  Valley  State  Univ. 
Eastern  Kentucky  University 
Mississippi  State  Univ. 
Univ.  of  Southern  MS 
Western  Kentucky  University 
University  of  Alabama 
Total 

Denver  Regional  Office 

University  of  Missouri 
Iowa  State  University 
University  of  Colorado 
North  Dakota  State  Univ. 
Montana  State  University 
South  Dakota  State  Univ. 
University  of  Kansas 
University  of  Nebraska 
Total 

Chicago  Regional  Office 
St.  Cloud  State  Univ. 
University  of  Michigan 
Univ.  of  Wisconsin-Stout 
Michigan  State  Univ. 
Cleveland  State  Univ. 
University  of  Illinois 
Univ.  of  Wisconsin-Madison 
Indiana  University 
Western  Illinois  University 
Total 

Seattle  Regional  Office 
University  of  Hawaii 
Washington  State  Univ. 
Boise  State  University 
Univ.  of  Southern  CA 
State  Center  CC  District 
University  of  Arizona 
Eastern  Oregon  State  Col. 
CA  State  University-Chico 
University  of  Alaska 
University  of  Nevada 
Total 


Grant  thru 

Grant 

9/30/94 

Expires 

$76,260 

2/15/94 

$59,745 

2/28/94 

$51,210 

3/31/94 

$42,675 

4/30/94 

$34,140 

5/31/94 

$17,070 

7/31/94 

$8,535 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$5,084 

9/14/94 

0 

9/30/94 

0 

9/30/94 

$335,391 

$51,210 

3/31/94 

$51,210 

3/31/94 

$26,829 

6/30/94 

$17,886 

7/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$187,807 

$91,512 

12/31/93 

$61,008 

3/31/94 

$50,840 

4/30/94 

$20,336 

7/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

0 

9/30/94 

0 

9/30/94 

0 

9/30/94 

$244,032 

$119,808 

3/31/94 

$61,008 

3/31/94 

$30,504 

6/30/94 

$30,504 

6/30/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

0 

9/30/94 

$292,664 

900 


Austin  Regional  Office 
Texas  A&M  University 
University  of  NM 
Univ.  of  TX-San  Antonio 
Univ.  of  TX-Permian  Basin 
NM  State  University 
Xavier  University 
Arkansas  State  Univ. 
Univ.  of  New  Orleans 
University  of  Oklahoma 
Total 

National  Office 

National  Tech.  Univ. 


Grant  thru 

Grant 

9/30/94 

Expires 

$91,512 

12/31/93 

$34,140 

5/31/94 

$17,886 

7/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$10,168 

8/31/94 

$8,535 

8/31/94 

0 

9/30/94 

$192,745 


8/31/94 


$10.168 

GRAND  TOTAL  $1,847,869 

Economic  Development  Revolving  Fund 

QUESTION: 

The  Committee  has  rescinded  funds  from  the  Economic 
Development  Revolving  Fund  for  the  past  several  years. 
What  has  been  the  impact  of  these  reductions? 

ANSWER: 

The  funds  in  the  Revolving  Fund  are  used  to  cover  the  costs 
of  protecting  collateral  and  guaranteed  loan  defaults.  The 
Agency  has  several  properties  which  are  contaminated  with 
hazardous  material.  The  anticipated  costs  associated  with 
remediation  of  those  sites  are  significant  and 
indeterminable.  EDA  currently  estimates  that  more  than 
$120  million  will  be  required  for  the  four  sites.  The 
current  balance  in  the  Fund  indicates  that  the  funding 
should  be  adequate  to  handle  this  anticipated  cost  of 
cleanup.  Further  dissipation  of  the  fund  could  render  the 
Agency  unable  to  complete  these  remediations  and  return  the 
sites  to  productive  use. 

QUESTION: 

What  is  the  contingent  liability  for  outstanding  EDA  loan 
guarantees,  and  what  are  the  unobligated  balances  expected 
to  be  in  the  Fund  at  the  end  of  FY  1994?   In  FY  1995? 


ANSWER: 

The  contingent  liability  for  outstanding  EDA  loan 
guarantees  as  of  March  31,  1994  is  $22.4  million.  The 
unobligated  balances  in  the  Fund  are  estimated  at  $167.1 
million  at  the  end  of  FY  1994  and  $172.1  million  at  the  end 
of  FY  1995. 
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Request  to  OMB 


QUESTION: 


What  was  your  initial  request  to  the  Department  for  all  EDA 
accounts,  what  was  the  Department's  request  to  OMB,  and 
what  items  were  eliminated  from  those  requests?  What  will 
be  the  impact  of  those  eliminations  on  the  ongoing  programs 
of  EDA? 

ANSWER: 

The  following  table  provides  a  comparison  of  EDA's  request 
to  the  Department,  OMB  and  Congress. 

DEPARTMENT  OF  COMMERCE 

Economic  Development  Administration 

FY  1995  Request  to  the  Secretary,  OMB  and  Congress 

(Dollars  in  thousands) 


Accounts 

1995 

Secretarial 

Request 

1995 

OMB 

Request 

1995 
Congressional 

Pos. 

Amount 

Pos. 

Request 

Pos. 

Request 

Salaries  and  Expenses 

381 

$32,766 

375 

$33,723 

358 

$32,647 

Economic  Dev.  Guaranteed  Loans 

0 

0 

0 

0 

14 

51,976 

Economic  Develop.  Asst.  Programs 

0 

649,203 

0 

396,540 

0 

327,024 

TOTAL,  EDA  Budget  Authority 

381 

681,969 

375 

430,263 

372 

411,647 

Loan  Guarantee  Authority 

0 

0 

0 

0 

0 

269,000 

TOTAL,  Program  Level 

381 

681,969 

375 

430,263 

372 

680,647 

Elimination  of  the  Trade  Adjustment  Assistance  Centers  was  proposed  in  each  request.  Activities  currently 
carried  out  by  these  Centers  will  be  assumed  by  other  Commerce  agencies  and  the  Small  Business 
Administration. 


Pending  Reauthorization 


QUESTION: 


What  is  the  impact  of  the  pending  reauthorization  bill  on 
the  proposed  FY  1995  budget  for  the  Economic  Development 
Administration?  Are  there  any  "shortfalls"  in  you 
authorization? 

ANSWER: 


Overall,  the  pending  reauthorization  bill,  as  reported  out 
of  the  House  Public  Works  Committee  on  November  9,  1993, 
will  have  a  positive  impact  on  the  proposed  FY  1995  budget 
request.  Since  the  bill  amends  EDA's  basic  authorizing 
legislation,  all  provisions  of  the  original  Act  remain 
unchanged  except  those  specified  in  this  bill.   However, 
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there  are  some  "shortfalls"  which  EDA  feels  needs  to  be 
addressed.  Specifically,  the  areas  of  concern  as  contained 
in  the  pending  legislation  are: 

1)  While  the  bill  eliminates  designation  as  a 
criterion  for  assistance,  it  retains  provisions 
referring  to  previously  "designated"  areas  as 
redevelopment  areas.  EDA  believes  that  the  concept  of 
"redevelopment  area"  relates  to  the  former  designation 
process  and  is  no  longer  needed. 

2)  Provision  to  expand  the  permissible  uses  of  the 
Economic  Development  Revolving  Fund  beyond  loans  and 
guarantees  to  include  protection  of  the  Government's 
interest  in  grant  properties  was  dropped  as  it  was 
viewed  as  being  inconsistent  with  the  Federal  Credit 
Reform  Act  of  1990.  The  provision  to  protect  the 
government's  interest  should  be  placed  in  Title  III. 

3)  The  bill  requires  the  Secretary  to  ensure  that 
regional  counsels  report  directly  to  the  regional 
directors.  The  Department  disagrees  with  this 
provision  and  we  believe  it  interferes  in  the 
management  of  the  Agency  and  should  be  deleted. 

4)  The  bill  mandates  the  organization  structure 
responsibilities  with  respect  to  expediting  project 
applications  as  well  as  the  development  of  uniform 
application  forms  for  general  use.  EDA  believes  that 
the  provision  mandating  organization  structure  could  be 
counterproductive  and  that  forms  development  is  within 
the  purview  of  the  Office  of  Management  and  Budget. 
Accordingly,  the  Agency  has  recommended  that  these 
provisions  be  deleted.  Any  efforts  to  implement 
reforms  in  Government  assistance  procedures  should  be 
spearheaded  by  0MB  on  a  government-wide  basis  rather 
than  inserted  in  EDA's  reauthorization  legislation. 

5)  The  bill  prohibits  the  expenditure  of  funds  under 
the  Act  in  violation  of  the  "Buy  American  Act."  EDA 
believes  that  relevant  sections  are  unnecessary  and 
should  be  deleted  as  they  could  conflict  with  U.S. 
international  obligations. 

The  aforementioned  recommendations  addressed  H.R.  2442  as 
reported  out  of  the  full  House  Public  Works  Committee. 
These,  as  well  as  additional  technical  amendments,  were 
transmitted  to  the  Congress  on  February  2,  1994,  for 
incorporation  into  the  final  bill. 

QUESTION: 

Has  the  Administration  commented  on  the  proposed 
legislation  or  submitted  amendment  proposals  to  the 
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authorizers?  Please  share  with  us  your  ideas  on  the 
pending  bill. 

ANSWER: 

On  February  2,  1994,  the  Department  of  Commerce  transmitted 
comments  on  H.R.  2442  to  Henry  B.  Gonzalez,  Chairman  of  the 
House  Banking,  Finance  and  Urban  Affairs  Committee,  and 
Paul  J.  Kan^orski,  Chairman  of  the  House  Subcommittee  on 
Economic  Growth  and  Credit  Formation  as  well  as  additional 
technical  amendments  for  consideration  to  the  House 
Committee  on  Public  Works  and  Transportation.  EDA  believes 
that  If  Its  comments  on  H.R.  2442  and  the  additional 
technical  amendments  submitted  on  February  2  1994  are 
incorporated  into  the  final  bill,  the  resulting  law' will 
afford  us  the  mandate  and  mechanism  to  address  the  economic 
Ills  facing  today's  distressed  communities. 


Monday,  March  14,  1994. 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 

WITNESSES 

GILBERT  COLON,  ACTING  DIRECTOR 

HAROLYN  BOULWARE,  BUDGET  OFFICER 

JOHN  WALKER,  DIRECTOR  OF  FINANCE 

C.  HOWIE  HODGES,  II,  ASSISTANT  DIRECTOR  FOR  PROGRAM  DEVEL- 
OPMENT 

ERIC  JENSEN,  ACTING  ASSISTANT  DIRECTOR  FOR  EXTERNAL  AF- 
FAIRS 

SHAN  THEVER,  ASSISTANT  DIRECTOR  FOR  OPERATIONS,  DESIGNATE 

LORETTA  YOUNG,  ACTING  DEPUTY  ASSISTANT  DIRECTOR  FOR  OPER- 
ATIONS 

MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

GEORGE  PARISH,  EXECUTIVE  OFFICER 

Mr.  MOLLOHAN.  The  final  item  we  are  considering  this  afternoon 
is  the  fiscal  year  1995  budget  request  for  the  Minority  Business 
Development  Agency  of  the  Department  of  Commerce.  The  request 
is  for  $44,733,000,  which  is  an  increase  of  $2,633,000  over  the 
amounts  appropriated  to  date  for  fiscal  year  1994. 

[The  justifications  follow:] 
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Mr.  MOLLOHAN.  Here  testifying  on  behalf  of  the  MBDA  today  is 
the  Acting  Director,  Gilbert  Colon.  Since  this  is  your  first  testi- 
mony before  the  committee,  Mr.  Colon,  we  will  insert  your  bio- 
graphical sketch  into  the  record,  ask  you  to  introduce  the  other  wit- 
nesses at  the  table,  and  then  proceed  with  your  oral  testimony. 
And,  again,  your  written  statement  will  be  made  a  part  of  the 
record. 

Mr.  Colon.  Thank  you,  Mr.  Chairman.  I  don't  know  whether  it 
is  worse  to  go  first  or  wait  for  a  couple  hours.  But  nevertheless,  I 
thank  you  for  receiving  us  this  afternoon. 

To  my  left  is  Harolyn  Boulware.  She  is  our  Budget  Officer  for  the 
Minority  Business  Development  Agency. 

I  am  delighted  to  be  here  before  you.  I  have  been  before  some 
of  the  staff",  and  I  have  to  say  to  you  that  they  were  kind  to  me 
in  the  past,  the  first  time,  and  from  the  questioning  that  I  heard 
earlier,  they  prepared  their  distinguished  members  quite  well.  But 
I  am  pleased  to  be  here  before  you  to  request  for  the  Minority  Busi- 
ness Development  Agency,  $44,733,000. 

I  would  like  to  at  this  time  introduce  the  rest  of  the  team  that 
is  here  with  me  today,  both  a  team  of  appointees  and  career  man- 
agers. With  me  today  is  Howie  Hodges,  who  is  our  Assistant  Direc- 
tor for  Program  Development;  Eric  Jensen,  our  Acting  Assistant  Di- 
rector for  External  Affairs;  Loretta  Young,  our  Acting  Assistant  Di- 
rector for  Operations;  John  Walker,  Director  of  our  Finance  Oper- 
ation; George  Parish,  our  Executive  Officer;  and  you  have  already 
met  Haroljni  Boulware,  our  Budget  Officer. 

As  this  Administration  sees  it,  minority  businesses  are  the  en- 
gine of  revival  to  their  communities  and  can  be  significant  contrib- 
utors to  our  national  economy.  Their  success  will  key  the  next  gen- 
eration of  participants  in  the  global  marketplace. 

My  little  anecdote  would  say  that  really  minority  businesses  are 
good  for  our  communities,  minority  businesses  are  good  for  Amer- 
ica, and  really  that  is  the  gist  of  that  statement. 

This  Department  under  the  leadership  of  Secretary  Brown,  has 
already  embarked  upon  a  mission  of  change,  changing  traditional 
practices  of  delivering  minority  business  assistance  and  aggres- 
sively forging  new  partnerships  with  private  and  public  sectors — 
a  challenge  that  is  welcomed  not  only  by  the  Secretary,  but  by  all 
at  the  Department  of  Commerce. 

By  leveraging  a  very,  very  small  agency  budget  and  by  adhering 
to  the  new  paradigm  of  this  Administration,  we  hope  to  make  a  sig- 
nificant impact  on  minority  business  development. 

MBDA,  through  its  resource  development  activities,  will  generate 
$20  million  in  procurement  opportunities.  We  will  also  support  44 
franchise  development  seminars.  We  will  lead  three  trade  missions, 
sponsor  Minority  Enterprise  Development  Week,  which  is  a  major 
event,  initiate  studies  to  be  used  as  the  basis  of  new  program  ini- 
tiatives in  the  areas  of  preparing  minority  youth  for  entrepreneur- 
ship,  and  microenterprise  development,  and  maintain  a  register  in 
the  automated  business  enterprise  locator  systems,  which  we  call 
ABELS,  a  data  base  of  more  than  17,000  minority-owned  firms. 

MBDA  is  in  the  process  of  reinvigorating  itself  by  reassessing 
and  reforming  many  of  its  programs  in  order  to  better  serve  the 
minority  business  community.  MBDA  is  the  only  agency  in  the 
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Federal  government  charged  with  the  sole  responsibility  to  promote 
minority  business  development. 

Our  mission  is,  frankly,  service  driven.  We  want  to  continue  to 
provide  management  and  technical  assistance  to  minority  business 
persons,  to  assist  in  business  development,  and  to  promote  busi- 
ness opportunities  for  minority  businesses. 

Let  me  review  very  briefly  some  of  the  highlights  of  MBDA's  ac- 
tivities. We  have  an  area  that  we  call,  and  you  see  in  the  budget 
work-up  there.  Enterprise  Development.  During  fiscal  year  1994, 
MBDA's  Minority  Business  Development  Centers,  the  Minority  En- 
terprise Growth  Assistance  Center,  which  is  commonly  referred  to 
as  MEGA  Centers,  and  Native  American  Business  Development 
Center  is  a  network  which  will  assist  over  16,000  clients  and  create 
over  1,200  new  businesses  and  employ  roughly  4,000  employees. 

In  addition,  MBDA  through  its  funded  network,  will  generate  a 
little  bit  more  than  3,000  procurement  opportunities  for  minority 
businesses  with  a  value  of  approximately  $560  million.  MBDA  will 
assist  in  the  preparation  of  approximately  1,600  financial  loan 
packages,  which  is  expected  to  net  a  value  of  over  $330  million. 

Let  me  briefly  talk  about  the  pilot  project  that  we  had  in  Chi- 
cago, which  is  the  MEGA  Center. 

We  believe  that  we  strengthened  the  delivery  system  by  begin- 
ning this  operation  in  the  Chicago  area  for  the  first  year,  last  year. 
The  Center  supports  other  MBDCs  within  a  multistate  area  by  of- 
fering market-specialized,  customer-driven  services.  The  approach 
is  an  innovative  one.  It  features  specialized  management  and  tech- 
nical assistance  to  minority  companies  seeking  to  move  from  a 
start-up  status  to  a  higher  plateau. 

The  success  of  the  pilot  concept  is  allowing  MBDA  to  establish 
a  second  MEGA  Center  in  Los  Angeles  to  serve  the  very  special 
needs  of  minority  businesses  in  the  Pacific  States.  Therefore,  we 
are  requesting  almost  half  a  million  dollars  of  increase  and  redirec- 
tion of  $1.5  million  to  continue  operating  both  the  Chicago  Center 
and  the  Los  Angeles  Center,  and  perhaps  establish  a  third  center 
to  be  operational  by  the  end  of  the  fiscal  year. 

The  second  area  is  an  area  we  call  Resource  Development,  and 
I  will  try  to  rush,  if  you  want.  I  will  stop  and  talk  from  my  gut, 
if  that  is  okay  with  you,  I  will  be  glad  to  do  that. 

Mr.  MOLLOHAN.  Sure.  That  would  be  fine.  We  will  have  your  pre- 
pared statement  in  the  record. 

[The  biographical  sketch  and  prepared  statement  of  Mr.  Colon 
follow:] 
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UNfTED  STATES  OEPAfTTMEMT  OF  COMMERCE 
Minority  Buainasa  Dawvtepfnanc  Agancy 

Washington.  DC   20230 


GILBERT  COL6n 

ACTING  DIRECTOR  AND  DEPUTY  DIRECTOR 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 

U.S.  DEPARTMENT  OF  COMMERCE 


Gilbert  Col6n  was  named  Acting  Director  and  Deputy  Director  of  the  U.S.  Department  of 
Commerce's  Minority  Business  Development  Agency  in  June  1993. 

CAREER  CHRONOLOGY 

Prior  to  joining  MBDA,  Mr.  Colon  served  as  Managing  Director  for  Corporate  Services  at 
Celadon  Technologies  in  Vienna,  Virginia.    From  1985  to  1992,  he  served  as  Vice 
President  for  International  Operations,  and  Assistant  Vice  President  for  Administration  and 
Finance  at  Landmark  Systems  Corporation,  also  in  Vienna,  Virginia.    From  1983  to  1985, 
Mr.  Col6n  served  as  Administrator  for  First  Assembly  of  God  (Church)  in  Alexandria, 
Virginia.  In  1981  to  1983,  Mr.  Col6n  served  as  Executive  Vice  President  for  Jhoon  Rhee 
Enterprises,  in  Washington,  D.C. 

Mr.  Col6n's  previous  civil  service  experience  from  1975  to  1981.  included  Deputy  Special 
Assistant  to  the  President,  the  White  House;  Special  Assistant  to  the  Deputy  Director  of 
the  U.S.  Office  of  Personnel  Management;  and  the  Assistant  to  the  Commissioner  on 
Aging,  U.S.  Department  of  Health,  Education  and  Welfare. 

Prior  to  1975,  Mr.  Col6n  served  as  Assistant  Director  of  the  Technical  Assistance  Division 
of  the  non-profit  Community  Service  Society  of  New  York;  Assistant  Director  of  the  Puerto 
Rican  Drug  Abuse  Task  Force;  Supervisor  of  the  Social  Service  Department  of  the 
Commonwealth  of  Puerto  Rico  offices  in  New  York  City;  and  Construction  Contractor 
Coordinator  of  the  East  Harlem  Redevelopment  Corporation. 

PERSONAL 

Mr.  Col6n  was  born  in  Naguabo,  Puerto  Rico.  He  received  a  Bachelor  of  Arts  degree  in 
Sociology  from  the  City  College  of  New  York  and  a  Master  of  Public  Administration  degree 
from  Baruch  College,  City  University  of  New  York.    He  served  in  the  U.S.  Army  and  was 
awarded  a  Good  Conduct  Medal.    Mr.  Col6n,  a  resident  of  Springfield,  Virginia,  is  married 
and  has  three  children. 


CIVIC  AND  PROFESSIONAL  AFFILIATIONS 


He  is  currently  a  member  of  the  Virginia  Advisory  Committee  to  the  U.S.  Commission  on 
Civil  Rights,  an  Elder  of  First  Assembly  of  God  (Church),  Trustee,  of  Southeastern 
University,  Washington,  D.C,  and  a  member  of  the  Administrative  Management  Society. 
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MR.  chair:-'.am,  an'D  :-:£xbe?s  cf  the  subccmmittee.  i  am  pleased  to 
APPEAR  before  •tou  t:_~av  ::."  ^•■.■  =  r:r'T  :f  the  :-:::;oritv  5V5r:;ES3 

DEVELOPMENT  AGEMCt'S  (MBDA)  1955  BUDGET  REQUEST  OF  $44,733,000. 
LET  ME  FIRST  INTRODUCE  MV  TEAM  OF  APPOINTEES  AND  CAREER  MANAGERS 
THAT  ARE  NOW  IN  PLACE.   WE  ARE  DELIGHTED  TO  BE  HERE  AS  PART  OF  A 
NEW  MANDATE  TO  CHANGE  THE  OPEFIATIONS  OF  THE  MBDA.   WITH  ME  TODAY 
ARE  C.  HOWIE  HODGES  II,  ASSISTANT  DIRECTOR  FOR  PROGRAM 
DEVELOPMENT,  ERIC  JENSEN,  ACTING  ASSISTANT  DIRECTOR  FOR  EXTERNAL 
AFFAIRS,  LORETTA  YOUNG,  ACTING  ASSISTANT  DIRECTOR  FOR  OPERATIONS, 
JOHN  WALKER,  DIRECTOR  OF  FINANCE,  GEORGE  PARISH,  EXECUTIVE 
OFFICER  AND  HAROLYN  BOULWARE,  BUDGET  OFFICER. 

AS  THIS  ADMINISTRATION  SEES  IT,  MINORITY  BUSINESSES  ARE  THE 
ENGINE  OF  REVIVAL  TO  THEIR  COMMUNITIES  AND  CAN  BE  SIGNIFICANT 
CONTRIBUTORS  TO  OUR  NATIONAL  ECONOMY.   THEIR  SUCCESS  WILL  KEY  THE 
NEXT  GENERATION  OF  PARTICIPANTS  IN  THE  GLOBAL  MARKETPLACE. 

THIS  ADMINISTRATION,  UNDER  THE  LEADERSHIP  OF  SECRETARY  BROWN  AT 
COMMERCE,  IS  ALREADY  EMBARKED  UPON  A  MISSION  OF  CHANGE.   WE  ARE 
TRADITIONAL  PRACTICES  OF  DELIVERING  MINORITY  BUSINESS  ASSISTANCE 
AND  AGGRESSIVELY  FORGING  NEW  PARTNERSHIPS  WITH  THE  PRIVATE  AND 
THE  PUBLIC  SECTOR  IS  A  CHALLENGE  WELCOMED  BY  THIS  SECRETARY. 

BY  LEVERAGING  A  VERY  SMALL  AGENCY  BUDGET  AND  BY  ADHERING  TO  THE 
NEW  PARADIGM  OF  THIS  ADMINISTRATION,  WE  HOPE  TO  MAKE  A 
SIGNIFICANT  IMPACT  ON  MINORITY  BUSINESS  DEVELOPMENT. 
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MBDA  THROUGH  ITS'  RESCVP.CE  2Z':ZLZ?'AZyiT    ACTIVITIES  WILL  GEMERATE 

$20  mill:::;  :^;  prccv?i:;^:.  .  :r?-r:'-:::  :;e£;  s.??:?.:  44  franchi.e 

DEVELOPMENT  SEMINARS;   LEAD  THREE  TPJ^DE  MISSIONS;  SPONSOR  THE 
MINORITY  ENTERPRISE  DEVELCPMENT  V.'EEK  (MED  WEEK)  ;   INITIATE 
STUDIES  TO  BE  USED  AS  THE  BASIS  OF  NEW  PROGRAM  INITIATIVES  IN  THE 
AREAS  OF  MINORITY  YOUTH  E.'.'TREPRE.'IEURSHI  P  TRAINING  AND 
MICROENTERPRISE  DEVELOPMENT;  AND  MAINTAIN  A  COMPUTER  REGISTER  IN 
THE  ABELS  DATA  BASE  OF  MORE  THAN  17,000  MINORITY-OWNED  FIRMS  TO 
ASSIST  BUSINESSES. 

MBDA  IS  IN  THE  PROCESS  OF  REINVIGORATING  ITSELF  BY  REASSESSING 
AND  REFORMING  MANY  OF  ITS  PROGRAMS  IN  ORDER  TO  BETTER  SERVE  THE 
MINORITY  BUSINESS  COMMUNITY.   THE  MBDA  IS  THE  ONLY  AGENCY  IN  THE 
FEDERAL  GOVERNMENT  CHARGED  WITH  THE  SOLE  RESPONSIBILITY  TO 
PROMOTE  MINORITY  BUSINESS  DEVELOPMENT.   OUR  MISSION  IS  SERVICE 
DRIVEN:  TO  PROVIDE  MANAGEMENT  AND  TECHNICAL  ASSISTANCE  TO 
MINORITIES  TO  ASSIST  IN  BUSINESS  DEVELOPMENT,  AND  TO  PROMOTE 
BUSINESS  OPPORTUNITIES  FOR  MINORITY  BUSINESSES.   LET  ME  REVIEW 
SOME  OF  THE  HIGHLIGHTS  OF  MBDA ' S  ACTIVITIES. 

ENTERPRISE  DEVELOPMENT 

DURING  FY  1994,  MBDA ' S  MINORITY  BUSINESS  DEVELOPMENT  CENTERS 
(MBDC'S),  MINORITY  ENTERPRISE  GROWTH  ASSISTANCE  (MEGA)  CENTERS 
AND  NATIVE  AMERICAN  BUSINESS  DEVELOPMENT  CENTERS  (NABDC'S) 
NETWORK  WILL  ASSIST  16,100  CLIENTS  AND  CREATE  1,200  NEW 
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BUSINESSES  AND  EMPLOY  3,S)50  EXFLOYEES.   I.';  AirDITION,  MBDA  WILL 

GE^;ERATE  3,125  pr:cvse::e:; 7  :?^c  =  ^Y:;:::Es  r:s  xinority  B-sinesje:; 

WITH  A  VALUE  OF  $657.9  MILLION.   MBDA  V.-ILL  ALSO  ASSIST  IN  THE 
PREPARATION  OF  1,523  Fi:.ANCIAL  LOA^;  PACKAGES,  WHICH  IS  EXPECTED 
TO  NFT  A  VALUE  OF  $3  3  1.5  MILLIOrJ. 

MINORITY  ENTERPRISE  GROWTH  ASSISTANCE  (MEGA) 

CENTERS: 

MBDA  STRENGTHENED  ITS  DELIVERY  SYSTEM  BY  BEGINNING  THE  FIRST  YEAR 
OF  OPERATIONS  OF  THE  CHICAGO  MEGA  CENTER.   THE  CHICAGO  MEGA 
CENTER  SUPPORTS  OTHER  MBDC'S  WITHIN  A  MULTI-STATE  AREA  BY 
OFFERING  MARKET-SPECIALIZED,  CUSTOMER-DRIVEN  SERVICES.   THIS 
INNOVATIVE  SERVICE  DELIVERY  MODEL  FEATURES  SPECIALIZED  MANAGEMENT 
AND  TECHNICAL  ASSISTANCE  TO  MINORITY  COMPANIES  SEEKING  TO  MOVE 
FROM  A  "START-UP"  STATUS  TO  A  HIGHER  PLATEAU.   THE  SUCCESS  OF  THE 
PILOT  CONCEPT  IS  ALLOWING  MBDA  TO  ESTABLISH  A  SECOND  MEGA  CENTER 
IN  LOS  ANGELES  TO  SERVE  THE  SPECIAL  rJEEDS  OF  MINORITY  BUSINESSES 
IN  THE  PACIFIC  STATES.   THEREFORE,  WE  ARE  REQUESTING  A  $496,000 
INCREASE  AND  A  REDIRECTION  OF  Si. 5  MILLION  TO  CONTINUE  OPERATING 
THE  LOS  ANGELES  AND  CHICAGO  MEGA  CENTERS  AND  TO  ESTABLISH 
A  THIRD  MEGA  CENTER  TO  BE  OPERATIONAL  BY  THE  END  OF  THE  FISCAL 
YEAR. 

RESOURCE  DEVELOPMENT  -  LEVERAGING  NEW 
PARTNERSHIPS: 
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BECAUSE  OF  SCARCE  RESOURCES  .-■  :)  FUr.'DiriG  FOR  THE  MEDA,  A  KEY 

STRATEGY  FOR  THE  y.BZ.-.   ::AS  ='i':L::   ::  £-:~z?.   :::~z   :?.eat:-.'e 

PARTNERSHIPS  WITH  PUBLIC  AND  PRIVATE  SECTOR  GROUPS  TO  LEVERAGE 
LIMITED  HONTES  AND  RESOURCES  TO  CREATE  MEW  MINORITY 
BUSINESS  ASSISTANCE  PROGRAMS.   THE  AGEN'CY  HAS  ENTERED  INTO  OVER 
20  MEMORANDA  OF  UNDERSTANDING  (MOU)  AGREEMENTS  AND  CREATED  10 
MINORITY  BUSINESS  OPPORTUNITY  COMMITTEES  (MBOC)  TO  BRING  DIVERSE 
SECTORS  OF  THE  ECONOMY  TOGETHER  FOR  MINORITY  BUSINESS  DEVELOPMENT 
AND  ASSISTANCE.   PARTNERSHIPS  WERE  ENTERED  INTO  WITH  THE  FANNIE 
MAE  CORPORATION,  AMWEST  SECURITIZATION  COMPANY,  BANK  OF  AMERICA, 
HISPANIC  BUSINESS   MAGAZINE,  THE  ECONOMIC  DEVELOPMENT 
ADMINISTRATION,  CITY  AND  COUNTY  GOVERNMENTS,  AND  OTHER  GROUPS  TO 

PROMOTE  MINORITY  BUSINESS  OPPORTUNITY  WITH  DONATED  SERVICES  OR 
MATCHING  FUNDS.  TO  EXPAND  THIS  INITIATIVE,  MBDA  IS  REQUESTING 
$270  THOUSAND. 


RURAL  BUSINESS  DEVELOPMENT: 

THE  NEW  MBDA  IS  EMBARKED  UPON  A  STRATEGY  OF  EQUALIZING  SERVICES 

WHICH  HAVE  BEEN 

DISPARATELY  TILTED  TOWARD  THE  URBAN  POPULATION  CENTERS  FOR 

MINORITY  BUSINESS  DEVELOPMENT.   THE  NEW  LEADERSHIP 

RECOGNIZES  THAT  RURA.L  MINCPITY  POPULATIONS  OFTEN  SUFFER  THE 

HIGHEST  ECONOMIC  HARDSHIPS  DUE  TO  THE  LACK  OF  BUSINESS 

OPPORTUNITIES  AND  SUPPORT  ASSISTANCE.   THE  MBDA  HAS  INITIATED 
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PLAr;S    TO    LACNCH    A    Mli.CRITV    3CSi:."ESS    OPPCRTVN'ITY    COMMITTEE    IN    THE 

MISSISSIPPI  DELTA,  A  lEiEC ::•::•: v:; I  TAii ::.s  state  rvpal  de7elc?::e:;t 

PROGRAM  IN  SOUTH  CAROLINA,  AMD  IS  REVIEWING  OTHER  OPTIONS  TO 
CREATE  RURAL  DEVELOPXE.'.T  PROJECTS. 


MBDA  ALSO  MADE  SUBSTANTIAL  PROGRESS  IN  OUR  SIX  MAJOR  PRIVATE 
SECTOR  PROGRAM  INITIATI'/ES  : 

1)  IN  THE  MBDA  NATIVE  AMERICAN  PROGRAM,  MBDA  FUNDED  THE  NATIONAL 
INDIAN  BUSINESS  TRADE  ASSOCIATION  TO  PROMOTE  MARKETING  OF  NATIVE 
AMERICAN  GOODS  AND  SERVICES.   IN  FISCAL  YEAR  1994,  MBDA  HAS 
ESTABLISHED  THE  NORTHWEST  NATIVE  AMERICAN  BUSINESS  DEVELOPMENT 
CENTER,  WHICH  WILL  PROVIDE  BUSINESS  DEVELOPMENT  ASSISTANCE  FOR 
NATIVE  AMERICAN  BUSINESSES  IN  THE  UPPER  NORTHWEST.   IN  ADDITION, 
MBDA  HAS  PROVIDED  JOINT  AGENCY  ASSISTANCE  TO  PROVIDE  MANAGEMENT 
AND  LEADERSHIP  TRAINING  FOR  TRIBAL  LEADERS  WHILE  DEVELOPING 
EXPORT  PROMOTION  OPPORTUNITIES. 

2)  IN  ITS  INTERNATIONAL  TRADE  INITIATIVE,  MBDA  HAS  FORMED  SEVERAL 
COLLABORATIONS  WITH  AGENCIES  AND  OUTSIDE  GROUPS  TO  HOST 
INTERNATIONAL  TRADE  MISSIONS  AND  HELPED  TO  LAUNCH  A  SERIES  OF 
MATCH-MAKER  PROGRAMS  FOR  EXPORT  TRADE  PROMOTION.   THE  MBDA 
PARTICIPATED  IN  TRADE  MISSIONS  TO  SOUTH  AFRICA,  MEXICO  CITY,  AND 
WILL  BE  TAKING  TRADE  MISSIONS  TO  MONTEREY,  MEXICO  IN  APRIL,  TO 
SOUTH  AMERICA — ARGENTIN'A,  BRAZIL,  CHILE  AND  ECUADOR--IN  MAY, 
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AND  ANOTHER  TRADE  MISSICr;  TO  CA.'.'ADA  IN  THE  FALL.   THE 
OPPORTUNITIES  PRESEN'Ti::  IN  THESE  TP.AZE  ::iSSIC:;S  HAVE  ALREADV 
RESULTED  IN  NEGOTIATED  CONTRA.CTS  AND  EXPAr-'DED  MARKETS  FOR 
MINORITY  BUSINESSES.   IN  ADDITION,  A  SERIES  OF  12 _ INTERNATIONAL 
TRADE  TRAINING  SEMir.'ARS  ARE  BEING  CONDUCTED  NATION-WIDE  TO  ASSIST 
MINORITY  BUSINESSES  TO  ENTER  INTO  THE  E.XPORT  AND  INTERNATIONAL 
TRADE  MARKET. 

3)  IN  ITS  TRAVEL  AND  TOURISM  INITIATIVE,  THE  MBDA  IS  LINKED  WITH 
THE  COMMERCE  DEPARTMENT'S  TRAVEL  AND  TOURISM  ADMINISTRATION  TO 
PROMOTE  MINORITY  BUSINESS  ACCESS  TO  THE  TOURISM  INDUSTRY.   AN 
EXCITING  OPPORTUNITY  PRESENTS  ITSELF  WITH  THE  COMMERCE 
DEPARTMENT'S  COLLABORATION  WITH  THE  WORLD  CUP  COMMITTEE  TO 
PROMOTE  COMMERCIAL  OPPORTUNITIES  DURING  THE  1994  WORLD  CUP  EVENTS 

-7- 
BEING  STAGED  IN  NINE  CITIES  IN  THE  U.S.  DURING  THE  MONTH  OF  JUNE 
AND  JULY.   MBDA  WILL  BE  ASSISTING  MINORITY  BUSINESSES  TO  FIND 
WORLD  CUP  PROCUREMENT  OPPORTUNITIES  AND  TO  PROVIDE  TECHNICAL  AND 
MANAGEMENT  ASSISTANCE  TO  COMPANIES  PARTICIPATING  IN  WORLD  CUP 
COMMERCIAL  ENDEAVORS. 

4)  THE  MBDA  HAS  INITIATED  NEGOTIATIONS  WITH  THE  NATIONAL 
ELECOMMUNICATIONS  AND  INFORM.ATION  ADMINISTRATION  (NTIA)  TO  BUILD 
MINORITY  BUSINESS  PARTICIPATION  IN  THE  NEW  NATIONAL  INFORMATION 
INFRASTRUCTURE  POLICY  BEING  DEVELOPED  IN  THE  DEPARTMENT  OF 
COMMERCE.   SEVERAL  PRELIMINARY  FEATURES  WILL  BE  INCLUDED  IN  A 
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RURAL  TELECOMMUNICATIO:;S  BL'Sir.'ESS  DE/ELOPMEMT  PROJECT  IN  SOUTH 

CAROLINA  AND  A  SUPER  ii.'F :?:'.A7 1 ::;  HI :h'.;a'i  project  i:;  v;ill:a:-'s?c?t, 

PENNSYLVANIA.   THE  MBDA  JOI'JTLV  LAUNCHED  THE  TELECAP  PROGRAM  WITH 
NTIA  AND  THE  FCC  TO  PROVIDE  CAPITAL  OPPORTUNITIES  IN 
TELECOMMUNICATIONS  FOR  MIN'ORITV  INVESTMENT,  AND  THE  COMTRAIN 
PROGRAM  TO  TRAIN  MINORITY  ENTREPRENEURS  TO  PARTICIPATE  IN 
TELECOMMUNICATIONS  OWNERSHIP.   IN  ADDITION,  THERE  ARE  SIX 
SEMINARS  BEING  CONDUCTED  NATION-WIDE  TO  ASSIST  MINORITY 
BUSINESSES  IN  ACCESSING  THE  TELECOMMUNICATIONS  MARKET. 

5)  THE  MBDA  HAS  AGGRESSIVELY  LAUNCHED  AN  EDUCATIONAL  INITIATIVE 
TO  PROVIDE  TRAINING  SEMINARS  TO  ASSIST  MINORITY  ENTREPRENEURS  TO 
ACCESS  THE  LUCRATIVE  FRANCHISING  ARENA.   THESE  SEMINARS, 
EDUCATING  POTENTIAL  FRANCHISEES  ABOUT  BOTH  THE  RISKS  AND  REWARDS 
OF  FRANCHISING  VENTURES,  HAVE  ALREADY  REACHED  ALMOST  5,000 
ATTENDEES  IN  100  SEMINARS  IN  THE  PAST  TWO  YEARS.   AS  A  RESULT  OF 
THESE  HIGHLY  SUCCESSFUL  SEMINARS,  OVER  28  AGREEMENTS  WERE 
CONCLUDED  DURING  THIS  TIME. 

6)  THE  ACCESS  TO  CAPITAL  INITIATIVE  CREATES  THE  GREATEST 
CHALLENGE  TO  MINORITY  BUSINESSES.    THE  CAPITAL  DEVELOPMENT 
ACTIVITY  FOCUSES  ON  INCREASING  ACCESS  TO  CAPITAL  BY 
MINORITIESTHROUGH  INFORMATION  DISSEMINATION  AND  COOPERATION  WITH 
PUBLIC  AND  PRIVATE  FINANCIAL  INSTITUTIONS  TO  EASE  THE  HIGH  RISK 
PERCEPTION  GENERALLY  ATTRIBUTED  TO  MINORITY  FIRMS  AND  TO 
ENCOURAGE  THE  DEVELOPMENT  OF  PRIMARY  AND  SECONDARY  MARKETS. 

8 
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IN  FY  1995,  MBDA  IS  P.Ev.'-ESTIN'G  $940  THCL'SAN'D  TO  ADDRESS  THE 
PROBLEMS  OF  ACCESS  TO  JAPIIAL  r~/Z:-\    THE  rERSPECIIVES  OF  EQCITV  A;: 
DEBT  FINANCING  AND  SURETY  BONDING. 

RESEARCH: 

LACK  OF  ACCESS  TO  CAPITAL  HAS  LONG  BEEN  ASSERTED  AS  A  MAJOR 
BARRIER  TO  MINORITY  BUSINESS  FORMATION.   RECENTLY,  THE  CHICAGO 
MEGA  CENTER  CONDUCTED  A  SURVEY  TO  DETERMINE  THE  AVAILABILITY  OF 
SURETY  BONDING  TO  MINORITY  CONSTRUCTION  CONTRACTORS.   THEIR 
FINDINGS  SHOWED  A  DEFINITE  NEED  IN  THAT  AREA  AND  LED  TO  A 
PARTNERSHIP  WITH  A  SURETY  COMPANY,  TO  PROVIDE  SURETY  BONDING 
FORMEGA  CENTER  CLIENTS.   IN  1995,  MBDA  HOPES  TO  DETERMINE 
WHETHERDISCRIMINATION  IN  LENDING  IS  A  KEY  FACTOR  IN  THE  LACK  OF 
ACCESS. 


I  AM  REQUESTING  $505  THOUSAND  IN  FY  1995  TO  CONDUCT  A 
COMPREHENSIVE  AND  IN-DEPTH  ANALYSIS  OF  COMMERCIAL  LENDING 
PRACTICES  TO  DOCUMENT  DISCRIMINATION  IN  HOUSING  AND  LABOR 
MARKETS. 
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CODIFICATION: 

WHILE  MUCH  OF  THE  RE-INVENTIOH  AMD  REFORM  OF  THE  MBDA  IS  STILL 
UNDERWAY,  A  KEY  SALIENT  FEATURE  OF  THE  EXISTENCE  OF  MBDA 
UNDERSCORES  THE  PLIGHT  OF  MItiORITV  BUSIN'ESS  DEVELOPMENT  IN  OUR 
COUNTRY:   MBDA,  THE  SOLE  AGENCY  DEDICATED  EXCLUSIVELY  TO  MINORITY 
BUSINESS  DEVELOPMENT,  HAS  EXISTED  IN  TEMPORARY  STATUS  25  YEARS 
UNDER  AN  EXECUTIVE  ORDER.   TO  SECURE  FHE  MISSION  OF  PROMOTING 
MINORITY  BUSINESS  DEVELOPMENT  IN  OUR  NATION,   SECRETARY  BROWN  HAS 
MADE  CODIFYING  MBDA  ONE  OF  HIS  GOALS. 

BUDGET  REQUEST: 

TO  CONCLUDE  MY  REMARKS,  I  AM  PROUD  TO  BE  A  PART  OF  THE  NEW 
ADMINISTRATION'S  ECONOMIC  AGENDA,  PARTICULARLY  AS  IT  TARGETS  THE 
MINORITY  BUSINESS  COMMUNITY.   THE  PROPOSAL  THE  MBDA  BRINGS  BEFORE 
YOU  TODAY  IS  MODEST,  YET  IT  PRESENTS  AN  EXCITING  NEW  OPPORTUNITY, 

TO  MAKE  A  CONTRIBUTION  TO  OUR  NATION'S  ECONOMIC  HEALTH.   IT 
EMPHASIZES  THE  FINEST  FEATURES  OF  FISCAL  AUSTERITY  WITH  THE 
CREATIVE  LEVERAGING  AND  PARTNERSHIP  BUILDING  WHICH  WILL  YIELD 
SUSTAINABILITY  FOR  THE  MISSION  OF  THE  MBDA.   WE  THEREFORE  ASK  YOU 
TO  SUPPORT  THE  $44,733,000  MISSION  OF  THE  MINORITY  BUSINESS 
DEVELOPMENT  AGENCY. 

THANK  YOU  FOR  YOUR  SUPPORT. 
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Mr.  Colon.  Okay. 

Essentially,  we  are  not  asking  for  a  lot  of  money,  but  the  pro- 
gram, as  such,  is  one  that  will  accomplish  this.  In  the  Enterprise 
Development  Area,  we  are  asking  for  a  little  money  to  enhance  our 
current  MBDCs  that  are  out  there,  to  provide  services.  We  have 
about  100.  That  will  include  also  the  Native  American  Business 
Development  Centers.  We  also  have  focused  much  attention  in  the 
Native  American  program  area. 

I  do  want  to  draw  to  your  attention  the  issue  of  rural  develop- 
ment. We  believe  that  is  an  area  that  has  been  forgotten.  Our  cen- 
sus data  tends  to  take  us  away  from  those  areas,  because  the  con- 
centration of  minorities — ^the  minority  community  and  businesses — 
are  in  the  urban  centers.  But  we  do  recognize  that  in  the  rural 
communities,  there  are  problems  and  that  we  probably  need  to  look 
at  those  areas,  away  from  the  agrarian  society,  if  you  will. 

There  are  minority  folks  in  West  Virginia  and  in  Kentucky  and 
in  other  areas.  We  are  looking  at  those  areas,  and  we  are  starting 
to  do  some  things  in  South  Carolina;  and  we  are  looking  to  put 
something  in  the  Mississippi  Delta. 

Let  me  touch  upon  one  major  issue.  Since  we  are  so  small,  we 
have  to  depend  on  leveraging  our  resources,  and  we  will  leverage 
our  resources  with  anyone  who  so  desires  to  help  the  minority  busi- 
ness community.  We  have  gone  to  EDA,  we  have  gone  to  Agri- 
culture, we  have  gone  to  all  of  them,  and  we  have  leveraged  our 
resources. 

For  example,  we  have  a  program  that  we  have  called  the  Minor- 
ity Business  Opportunity  Committees,  which  brings  together  public 
sector  and  private  sector  folks,  so  that  they  can  look  at  and  identify 
procurement  opportunities.  We  were  targeted  to  put  four  in  place 
in  1994,  and  we  have  already  put  10  in  place.  Why?  Because  we 
think  that  the  area  of  capital  and  access  thereof  is  extremely  im- 
portant. If  I  ask  an  individual  to  serve  on  a  committee  who  is  the 
CEO  of  Fortune  500  company,  we  can  ask  him  a  direct  question  in 
a  committee  forum — sir,  c£in  you  or  ma'am,  can  you  ensure  that 
you  can  put  X  amount  of  dollars  out  there  for  the  enhancement  of 
entrepreneurship  in  a  minority  community? 

Mr.  MOLLOHAN.  That  sounds  very  interesting.  If  I  could  just  in- 
terrupt, because  Mr.  Moran  has  a  4  o'clock  meeting.  I  know  that 
you  want  the  benefit  of  some  of  his  questions,  if  you  would  please 
suspend  your  testimony  to  give  Mr.  Moran  an  opportunity  to  ask 
those  questions. 

Mr.  MORAN.  Thank  you  very  much,  Mr.  Chairman.  The  first 
thing  I  wanted  to  ask  you  about  is  the  actual  authorization  for  the 
program,  because  you  have  been  going  along  now  for  a  quarter  of 
a  century. 

Mr.  Colon.  Twenty-five  years. 

STATUS  OF  AUTHORIZATION 

Mr.  Moran.  Are  you  planning  to  seek  authorization,  and  if  so, 
when? 

Mr.  Colon.  We  plan  to  seek  authorization  this  year,  sir,  and  we 
have  already  started  to  have  our  discussions  with  the  minority 
business  community,  with  some  of  your  staff,  and  as  of  today  I  can 
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tell  you  that  I  have  seen  a  first  draft  of  what  might  eventually 
make  its  way  up  here. 

We  hope  to  have  a  codification  paper  up  here  this  year,  sir, 

Mr.  MORAN.  Very  good. 

SBA  OVERLAY 

Tell  me  how  you  avoid  overlap  with  the  Small  Business  Develop- 
ment Centers.  You  have  Minority  Business  Development  Centers. 
Wouldn't  Small  Business  Development  Centers  be  somewhat  com- 
parable? 

Mr.  Colon.  No.  We  complement  each  other.  We  believe  that  the 
Small  Business  Administration  is  there  to  service  everyone;  we  are 
there  to  service  only  the  minority  community. 

The  way  we  complement  each  other  is  that,  as  you  well  know, 
they  can  do  loan  guarantees  and  so  on;  we  can't.  Therefore,  they 
cannot  help  the  client  with  loan  packaging;  we  C£in.  So  we  com- 
plement each  other. 

The  SBDCs  have  a  role,  the  MBDCs  have  a  role.  Together,  we 
can  provide  the  client  with  comprehensive  service.  But  the  major 
difference  is  that  the  MBDC  provides  one-on-one  counseling  around 
issues  of  developing  business  plans,  developing  marketing  plans, 
helping  them  develop  loan  packaging,  and  helping  them  to  solicit 
and  secure  procurement  opportunities. 

Mr.  MORAN.  Okay.  Well,  a  lot  of  the  small  business  loans  do  go 
to  minorities. 

Mr.  Colon.  Yes,  sir. 

Mr.  MORAN.  So  that  is  something  we  would  want  to  get  into,  I 
think,  in  a  little  more  detail,  perhaps  not  right  now,  though. 

MEGA  CENTERS 

The  MEGA  Centers,  you  have  one  in  Chicago  and  one  in  Los  An- 
geles? 

Mr.  Colon.  Yes.  We  will  have  one  in  Los  Angeles  April  1,  sir. 

Mr.  MORAN.  April  1st.  And  then  what  cities  are  you  considering 
for  the  third? 

Mr.  Colon.  We  would  like  to  put  a  MEGA  Center  in  each  region 
that  we  have.  We  have  not  decided  on  which  city.  We  will  certainly 
look  at  the  cities  and  States  that  we  believe  will  have  the  biggest 
return  on  what  we  put  out  there,  so  that  it  really  addresses  the  im- 
mediate area  plus  the  whole  regional  area. 

For  example,  the  Los  Angeles  MEGA  Center  will  service  the 
whole  western  Pacific  area,  while  located  in  Los  Angeles.  It  does 
have  a  major  role  to  play  in  that  community  in  view  of  its  adverse 
conditions  that  they  just  experienced. 

Mr.  Moran.  How  many  people  do  you  actually  come  into  contact 
with  on  a  yearly  basis  with  the  Chicago  MEGA  Center? 

Mr.  Colon.  Does  anyone  have  that?  We  will  submit  it.  I  know 
it  is  significant.  It  is  in  this  book,  but  we  will  submit  that  for  the 
record  upon  return  to  our  offices. 

[The  information  follows:] 

Chicago  MEGA  Center  Clients 

The  Annual  Business  Assistance  Report  (ABAR)  continuing  the  performance  infor- 
mation is  being  processed  for  printing.  A  copy  will  be  forwarded  when  available. 


79-441  0-94-32 
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However,  in  response  to  the  specific  question  asked,  the  Chicago  MEGA  Center 
serviced  543  clients  in  FY  1993. 

ASIAN  COMMUNITY 

Mr.  MORAN.  Do  you  reach  out  to  the  Asian  community  as  well? 

Mr.  Colon.  Yes,  sir.  We  reach  out  to  the  Asian,  the  Hispanic,  the 
African-American  community  and  the  Native  American  community. 

Mr.  MoRAN.  Okay.  Well,  that  is  enough,  Mr.  Chairman.  I  know 
you  have  a  meeting  at  4:30  as  well,  so  I  don't  want  to  take  up  too 
much  time. 

Mr.  Colon.  I  have  an  answer  for  you,  sir.  Five  hundred  and 
forty-three  clients  were  served.  And  it  generated  approximately  $44 
million  in  procurement  opportunities.  You  break  that  out,  $36.9 
million  in  procurement  contracts  and  $7.5  million  in  loans. 

Mr.  MORAN.  Okay.  Thank  you,  Mr,  Colon. 

Mr.  Colon.  Thank  you,  sir. 

Mr.  MOLLOHAN.  Okay.  Mr.  Colon,  if  you  want  to  go  ahead  and 
finish  summarizing  your  statement,  you  are  welcome  to  do  that. 

Mr.  Colon.  Okay.  I  will  just  look  at  the  major  areas. 

Access  to  capital  is  extremely  important.  It  is  an  area  that  has 
been  a  sore  spot  for  the  minority  business  community.  The  access 
has  not  been  there.  So  we  have  launched  a  major  initiative  in  that 
area  to  look  at  how  to  secure  opportunities  around  equity  financ- 
ing, debt  financing,  surety  bonding,  and  securitization  basically 
looking  at  a  secondary  market,  if  you  will,  something  similar  to 
Fannie  Mae.  The  initiative  has  been  developed. 

We  have  had  some  success  already.  We  have  signed  a  memoran- 
dum of  understanding  with  the  13th  largest  surety  bonding  house 
in  the  Nation,  and  we  have  received  their  commitment  of  over  $80 
million  thus  far,  and  to  provide  the  training  necessary  to  help  the 
minority  entrepreneur  access  that  market.  We  had  some  success  in 
Chicago  where  we  have  had  some  of  the  minority  entrepreneurs  al- 
ready receiving  the  necessary  bonding  to  be  able  to  compete  on 
large  construction  projects.  So  that  is  another  major  area. 

Tourism,  I  heard  in  earlier  testimony,  is  indeed  an  important 
area,  and  it  is  important  because  it  is  the  third  largest  industry  in 
America.  The  gross  national  product,  if  I  am  guessing  right,  is  ap- 
proximately $327  billion.  The  minority  community  has  less  than  1 
percent  of  that  market.  There  is  a  need  to  have  entrepreneurs  look 
at  that  marketplace,  especially  minority  entrepreneurs. 

There  is  a  need  to  get  people  back  to  looking  at  Harlem,  New 
York  as  a  possible  tourism  site,  Washington,  D.C.,  as  a  possible 
tourism  site.  So  we  need  to  overcome  some  barriers  here  and  get 
our  people  involved  in  this  important  industry. 

The  Native  American  area  is  an  important  one  to  us.  I  will  give 
you  an  example.  In  the  State  of  Washington,  fisheries  are  ex- 
tremely important.  The  biggest  problem  that  the  Native  American 
community  has  up  there  is  that  they  don't  have  a  way  to  can  the 
fish,  and  they  do  not  have  a  cannery. 

It  would  be  exciting  to  see  the  Native  American  community  be 
able  to  establish  a  cannery  up  in  the  Northwest,  and  market  its 
products,  not  only  domestically,  but  abroad. 

Franchising  is  another  industry  that  we  think  is  extremely  im- 
portant. It  is  one  where  we  would  like  to  continue  educating  our 
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folks  so  that  they  can  make  intelUgent  business  decisions.  We  want 
to  ensure  that  they  are  aware  that  it  is  a  risk,  just  Hke  any  other 
business  venture  and  we  want  to  provide  them  with  the  pros  and 
cons. 

We  have  manuals  that  have  been  developed  to  help  them  know 
where  the  franchises  are  and  know  the  do's  and  don'ts  in  those 
areas. 

I  don't  mean  to  say  very  much  about  telecommunications,  but  it 
is  a  major  area.  Our  communities  are  not  represented  in  that  area 
and  we  need  to  create  opportunities  for  them.  We  have  worked 
with  the  National  Telecommunication  Information  Administration. 
We  have  supported  something  called  COMTRAIN,  which  is  a  train- 
ing program  where  we  use  mentors  to  train  minority  entre- 
preneurs. Folks  who  already  own  TV  stations,  radio  stations  and 
have  been  very  successful  are  helping  us  in  that  regard.  We  also 
have  worked  with  them  in  a  program  called  Telecap,  which  is 
aimed  at  accessing  the  telecommunications  industry. 

International  trade,  is  another  extremely  important  area.  We 
leave  a  lot  of  money  on  the  table,  frankly.  We  want  to  make  sure 
that  the  minority  entrepreneur  avails  himself  or  herself  of  the  op- 
portunities that  are  in  international  trade.  We  have  already  spon- 
sored one  trade  mission  to  Mexico  City.  We  have  one  coming  up  for 
Monterey,  a  third  one  coming  up  to  South  and  Central  America,  to 
Chile,  Ecuador,  Argentina  and  Brazil  and  later  on  in  the  fall  we 
have  one  scheduled  to  go  up  to  Canada. 

We  want  to  bring  them  together  with  other  business  people  in 
those  countries,  and  we  believe  that  the  opportunities  are  there.  I 
have  personal  experience  in  that  area,  and  I  can  assure  you  that 
we  are  leaving  a  lot  of  money  on  the  table. 

Youth  is  the  future  of  our  Nation  and  we  are  doing  all  we  can 
within  MBDA  to  develop  initiatives  around  that  area,  working  with 
the  historically  black  colleges  and  the  Hispanic  Association  for  Col- 
leges and  Universities. 

Now,  the  other  major  pot  of  money  that  we  are  requesting  is 
about  a  half  a  million  dollars  for  a  research  project  to  prove  once 
and  for  all  that  the  major  barriers  that  exist  in  capital  formation 
are  in  financial  institutions.  We  want  to  prove  once  and  for  all 
whether  there  are  systemic  barriers  and  that  way,  we  can  go  on 
with  our  lives. 

Mr.  MOLLOHAN.  Okay.  Thank  you,  Mr.  Colon. 

Mr.  Colon.  Thank  you. 

MEGA  CENTERS 

Mr.  MOLLOHAN.  As  I  hear  your  testimony  and  see  the  direction 
you  are  moving  in,  it  seems  you  are  working  in  areas  that  have  the 
greatest  potential  for  the  greatest  return  first;  is  that  fair  to  say? 
You  are  talking  about  Chicago  and  L.A.,  and  I  can  understand 
that. 

Mr.  Colon.  Yes. 

Mr.  MOLLOHAN.  What  you  have  described  here  are  a  lot  of  new 
initiatives  in  that  regard,  the  MEGA  Centers,  for  example,  in  Chi- 
cago and  Los  Angeles.  That  is  all  very  ambitious,  and  actually  I  ap- 
plaud it.  In  West  Virginia,  we  do  not  have  a  big  minority  popu- 


994 

lation,  but  we  have  started  a  West  Virginia  high  technology  consor- 
tium. 

I  might  say  I  had  a  fairly  big  hand  in  it,  and  I  am  proud  to  say 
that.  And  the  whole  concept  was  to  get  the  small  businesses,  native 
businesses  and  native  capital  and  native  people  investing  in  high 
tech  areas,  which  is  a  difficult  thing  to  do  in  an  area  that  does  not 
have  that  tradition.  You  face  a  similar  problem  in  areas  like  Chi- 
cago and  L.A.,  I  would  imagine. 

Our  first  meeting  consisted  of  predominantly  minority-  and 
women-owned  businesses,  with  the  idea  that  opportunities  existed 
to  do  business  with  the  Federal  government.  Also,  by  establishing 
mentor/protege  relationships,  between  large  contractors  and  sub- 
contractors and  putting  them  in  mentor/protege  relationships,  you 
establish  an  opportunity  for  hands-on  help,  which  you  described  as 
distinguishing,  the  Small  Business  Development  Centers  from  your 
operation.  And  I  agree  with  that  distinction.  I  think  it  is  a  different 
mission. 

The  question  I  would  have  is  could  you,  in  terms  of  outreach  and 
leveraging  your  dollars,  best  operate  within  the  already  established 
overhead  and  structure,  that  the  Small  Business  Administration 
provides?  Not  necessarily  to  abandon  the  concept  of  locating  in  an 
area  like  Chicago  or  Los  Angeles,  where  the  need  is  obviously  so 
great;  maybe  that  would  merit  an  independent  office,  a  MEGA 
Center,  if  you  will. 

But  how  do  you  market  MBDA's  services  most  effectively  in 
areas  where  this  is  not  such  a  high  concentration  of  minority  popu- 
lations? Because  in  those  areas,  there  is  this  opportunity,  not  as 
great  a  need  certainly  in  terms  of  quantity,  but  there  is  an  oppor- 
tunity to  help  minority  businesses  in  the  same  way  you  helped 
them  in  the  higher  concentration  areas. 

Mr.  Colon.  Well,  I  agree  with  you,  sir.  We  have  had  many,  many 
discussions  with  the  Small  Business  Administration  relative  to  how 
we  could  complement  each  other  and  how  we  can  leverage  re- 
sources, if  you  will.  I  have  to  agree  with  you,  that  if  it  were  not 
for  the  limited  resources,  we  certainly  would  be  in  places  like  West 
Virginia.  I  have  been  there. 

We  also  recognize  that  there  is  the  issue  of  fair  treatment.  It  is 
tilted.  Our  services  tend  to  be  tilted  toward  the  urban  population 
centers.  We  recognize  that.  That  is  why  we  are  attempting  to  look 
at  that  issue  very  seriously  within  our  own  guidelines  and  policies, 
what  is  it  that  we  can  do?  Basically,  with  that  recognition,  knowing 
that  that  population  really  suffers  the  highest  economic  hardship 
due  to  lack  of  business  and  opportunities  and  support,  we  have  al- 
ready begun  some  things  by  launching  a  Minority  Business  Oppor- 
tunity Committee  in  Mississippi  Delta,  and  we  want  to  look  at 
other  areas. 

Mr.  MOLLOHAN.  But  you  are  looking  at  just  South  Carolina, 
which  I  completely  understand,  and  Mississippi,  which  I  completely 
understand. 

Mr.  Colon.  Well,  let's  look  at  West  Virginia. 

Mr.  MOLLOHAN.  Well,  I  can  very  much  understand  that.  But  it 
is  still  almost  a  site-specific  kind  of  an  approach.  I  would  think 
that  the  MEGA  Center  approach — and  I  am  almost  philosophizing 
with  you  here — but  the  MEGA  Center  approach  in  areas  that  have 
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a  high  concentration  of  minority  businesses  or  business  people  who 
are  aspiring  to  be  successful  minority  businesses  makes  sense  to 
me. 

To  reach  those  areas  where  you  don't  have  the  concentration  that 
would  justify  a  MEGA  Center,  you  could  use  the  SB  A  network 
which  already  exists  there,  and  perhaps  you  are.  Or  you  could  es- 
tablish a  national  data  bank  so  that  you  can  communicate  with 
every  minority  business  in  the  area,  that  could  be  an  efficient  way 
to  do  it. 

Mr.  Colon.  The  data  bank  does,  but  let  me  give  you  kind  of  a 
peek  at  another  area  that  we  have  been  looking  at.  We  have  met 
with  the  Department  of  Agriculture,  which  has  the  small  and  rural 
community  areas.  They  have  $5.2  billion.  That  is  larger  than  the 
whole  Department  of  Commerce.  And  we  have  had  very  serious  dis- 
cussions about  using  our  network  and  leveraging  ourselves,  if  you 
will. 

Mr.  MOLLOHAN.  Using  their  network? 

Mr.  Colon.  Using  their  network  and  using  their  dollars.  Using 
our  mechanism,  because  under  our  Executive  Order  there  are  some 
things  that  we  can  do.  So  your  point  is  well-taken. 

Mr.  MOLLOHAN.  Is  that  working  out?  How  are  those  discussions 
going? 

Mr.  Colon.  Very  well.  We  have  a  draft  in  place  of  a  memoran- 
dum of  understanding  that  will  allow  us  to,  through  the  agriculture 
network,  target  the  communities  that  you  have  mentioned. 

Mr.  MOLLOHAN.  What  agriculture  agency  would  you  be  working 
through? 

Mr.  Colon.  The  small  and  rural  communities.  The  Under  Sec- 
retary is  Robert  Nash. 

SBA 

Mr.  MOLLOHAN.  What  about  SBA?  Are  you  talking  with  them? 

Mr.  Colon.  We  are  talking  to  SBA  about  how  we  can  com- 
plement our  services. 

Mr.  MoLLOHAN.  Are  you,  really?  You  are  talking  with  them? 

Mr.  Colon.  Yes,  sir. 

Mr.  MOLLOHAN.  Are  you  at  the  memorandum  of  understanding 
stage? 

Mr.  Colon.  We  are.  As  you  well  know,  the  Small  Business  Ad- 
ministration is  specifically  dealing  with  the  one-stop  shop  program, 
and  we  want  to  be  a  part  of  that  in  providing  our  resources  to 
those  one-stop  shops. 

Mr.  MOLLOHAN.  I  question  the  one-stop  shop  concept  as  events 
unfold  here,  because  the  one-stop  shops  will  be  far  afield  from  some 
of  the  rural,  less  populated  areas  that  want  to  stop  there.  They  al- 
ready have  a  network  and  everybody  understands  how  that  works, 
so  maybe  we  can  look  at  it.  Certainly  other  committees  will  be 
looking  at  that  closer. 

Mr.  Colon.  Well,  we  need  to  look  at  the  feasibility  of  that.  But 
we  have  taken  the  discussions  further  with  the  leadership  there. 
As  you  well  know,  they  are  looking  at  their  current  8(a)  program, 
and  we  have  discussed  what  role  MBDA  can  play  in  that  area  to 
ensure  that  we  support  their  efforts,  and  we  get  the  services  out 
to  the  minority  entrepreneur. 
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Mr.  MOLLOHAN.  By  the  way,  we — I  think  it  is  fair  to  say,  that 
at  least  in  my  experience,  I  hke  the  8(a)  program  as  it  operates  in 
West  Virginia.  It  takes  too  long,  again,  to  get  qualified  for  the  8(a). 
There  are  hoops — and  maybe  they  are  good  hoops  to  jump  through 
and  they  ensure  viability,  but  it  does  seem  to  take  an  awful  long 
time.  I  know  there  is  some  criticism  otherwise. 

MEGA  CENTERS 

Let  me  ask  you,  with  regard  to  the  annual  cost  of  operating  the 
MEGA  Centers,  how  much  is  contributed  by  EDA? 

Mr.  Colon.  $1.5  million. 

Mr.  MoLLOHAN.  And  how  many  people — I  think  you  testified  that 
you  served  370  people? 

Mr.  Colon.  That  is  in  the  Chicago  MEGA  Center.  In  the  L.A. 
MEGA  Center,  we  would  propose  that  it  would  be  much  more  than 
that.  It  is  a  bigger  area. 

Mr.  MOLLOHAN.  That  is  the  first-year  result? 

Mr.  Colon.  Yes.  The  first-year  result  in  the  Chicago  MEGA  Cen- 
ter. 

Mr.  Mollohan.  How  much  did  it  cost  to  operate  the  Chicago 
MEGA  Center? 

Mr.  Colon.  A  little  bit  more  than  $1  million. 

Mr.  Mollohan.  Do  you  have  a  performance  criteria  by  which  you 
judge  the  effectiveness  of  those  dollars?  Certainly  370  people  in  the 
first  year,  would  you  consider  that  to  be  good  performance? 

Mr.  Colon.  Let  me  answer  the  first  question.  We  do  have  cri- 
teria. Our  granting  process  is  one  of  cooperative  agreement,  which 
actually  means  that  we  make  sure  that  services  are  being  delivered 
and  that  they  comply  with  the  conditions  of  the  cooperative  agree- 
ment. They  are  supposed  to  have  so  many  hours  of  services,  so 
many  clients  served,  and  so  many  procurement  opportunities  would 
be  established. 

I  can't  tell  you  off  the  top  of  my  head  whether  that  figure  that 
I  gave  you  is  within  the  range,  but 

Mr.  Mollohan.  Would  you  submit  that  for  the  record? 

Mr.  Colon.  We  certainly  will.  The  four  major  areas  are  loans, 
procurements,  clients,  business  starts  and  jobs,  and  how  they  stim- 
ulates the  economy. 

[The  information  follows:] 

Chicago  MEGA  Center  Performance 

The  performance  goals  and  actual  performance  for  the  MEGA  Center  in  Chicago 
for  FY  1993  are  as  foUow: 

Goals  Actual 

Financial  Pacltages  (Loans) $6.8  million $7.5  million. 

Procurement  Opportunities  27.2  million 36.9  million. 

Clients 474  543. 

Management  and  Technical  Assistance  Hours  24,000 10,667. 

Business  Starts 42. 

Jobs  Within  Starts 184. 

There  were  no  estabhshed  goals  for  business  starts  and  jobs  created  within  those 
starts. 
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PERFORMANCE  MEASUREMENT 

Mr.  MOLLOHAN.  And  so  those  are  all  measurements.  I  guess  my 
question  would  be,  recognizing  that  that  is  your  first  year — how 
has  your  first  year  performance  been  measured  in  terms  of  those 
yardsticks? 

Mr.  Colon.  I  believe  it  has  been  satisfactory,  but  I  would  defer 
back  here  to 

Ms.  Young.  It  is  the  pilot,  and  the  testing  of  the  pilot  has  been 
great.  It  has  shown  us  a  lot.  We  can  improve  on  how  we  set  up  L.A. 
by  using  what  we  have  learned  from  Chicago. 

Mr.  Colon.  I  think  the  major  accomplishment  in  Chicago  is  that 
we  had  the  surety  bonding  area  look  at  that  issue  seriously.  Not 
only  was  there  a  one-time,  for  example,  $900,000  surety  bond  for 
one  company,  but  we  also  got  that  surety  bonding  company  to  look 
at  all  of  the  applications  to  determine  whether,  in  fact,  there  were 
reasons  for  some  applications  being  denied.  And  that,  to  me,  is  ac- 
tually much  more  important  than  the  actual  surety  bond,  because 
it  begins  to  open  it  up.  As  a  result  of  that  experience,  we  did  an 
MOU  with  Amwest  to  do  a  nationwide  project  as  opposed  to  a  re- 
gional project.  And  they  are  putting  their  money  where  their 
mouth  is. 

Mr.  MOLLOHAN.  I  think  you  have  to  prove  yourself  and  you  have 
to  be  successful  in  these  urban  areas.  I  am  not  from  one,  but  I  real- 
ly believe  have  you  to  be  successful  there  with  the  people  in  the 
urban  areas,  and  then  the  country  as  a  whole,  and  that  is  the  num- 
ber one  priority.  And  at  the  same  time,  I  think  it  would  be  good 
for  you  to  be  thinking  about  how  you  can  be  of  service  targeting 
the  minority  communities  nationally,  if  it  is  just  by  making  your- 
self accessible  to  them  by  communicating  the  availability  of  your 
program  so  that  they  can  contact  you.  There  is  a  push  and  a  pull. 
But  I  do  agree,  you  must  be  successful  with  the  projects  that  you 
are  currently  involved  in. 

Mr.  Colon.  Well,  as  a  matter  of  fact,  our  offices  out  there  are 
equipped  to  disseminate  information  to  anyone  who  requests  with- 
in their  region,  and  the  MBDCs 

Mr.  MOLLOHAN.  Do  you  let  them  know? 

Mr.  Colon.  Oh,  absolutely.  Oh,  yes. 

Mr.  MoLLOHAN.  I  am  not  sure  you  are  very  active  in  our  area, 
and  again,  I  can  understand  that 

Mr.  Colon.  I  think  Pittsburgh  is  probably  the  nearest  MBDC 
that  you  have  to  your  area,  sir. 

Mr.  MOLLOHAN.  Yes.  That  is  a  long  way. 

Mr.  Colon.  A  long,  long  way. 

Mr.  MOLLOHAN.  The  SBA  is  also  up  there.  As  you  know,  the  push 
has  to  happen  in  your  community,  because  only  people  in  a  commu- 
nity care  about  the  community. 

Mr.  Colon.  Let  me  tell  you  about  a  success  story  in  your  area, 
though. 

Mr.  MOLLOHAN.  Sure. 

Mr.  Colon.  With  the  Pittsburgh  MBDC.  It  is  a  company  in  your 
area,  in  Charleston,  West  Virginia  that  attended  one  of  our  trade 
missions  to  the  Gulf  region.  I  believe  the  company  is  involved  in 
some  issues  there. 
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Mr.  MOLLOHAN.  What  is  the  name  of  that  company? 
Mr.    Colon.    Charles   James,    C.    H.   James   and   Company   in 
Charleston. 
Mr.  MoLLOHAN.  What  do  they  do? 
Mr.  Colon.  Food  processing.  A  wholesale  company. 

MEGA  CENTER  FUNDING 

Mr.  MOLLOHAN.  Let  me  ask  a  couple  other  questions  here,  quick- 
ly. You  mentioned  some  of  the  other  sources  of  funding  for  the 
MEGA  Centers.  Did  you  exhaust  other  funding  for  them  besides 
your  funding  and  EDA? 

Mr.  Colon.  Right  now,  we  are  targeting  one  more  MEGA  Center 
for  fiscal  year  1994. 

Mr.  Mollohan.  Who  is  going  to  participate  in  the  funding  be- 
sides you  and  EDA? 

Mr.  Colon.  Just  us. 

Mr.  Mollohan.  That  is  it? 

Mr.  Colon.  Just  us,  yes,  by  redirecting  some  dollars  and  recover- 
ing some  other  dollars. 

Mr.  Mollohan.  Agriculture  is  not  going  to  participate? 

Mr.  Colon.  No.  We  are  going  to  hit  Agriculture  somewhere  else. 

Mr.  Mollohan.  Regarding  that  funding  from  EDA,  do  you  antici- 
pate that  to  be  permanent? 

Mr.  Colon.  It  is  anticipated  to  be  for  a  15-month  duration. 

Mr.  Mollohan.  Beginning? 

Mr.  Colon.  April  1;  which  goes  into  1995. 

Mr.  Mollohan.  If  you  could  provide  specific  details  of  that  for 
the  record,  we  would  appreciate  that. 

Mr.  Colon.  All  right. 

[The  information  follows:] 

Los  Angeles  MEGA  Center 

The  initial  funding  of  the  L.A.  MEGA  Center  is  for  a  period  of  15  months.  The 
projected  award  date  is  April  1,  1994  with  a  $3.1  million  funding  level.  The  funding 
for  the  first  year  of  this  project  is  shared  by  the  Economic  Development  Administra- 
tion (EDA)  through  an  interagency  agreement  at  $1.5  million. 

MINORITY  BUSINESS  DEVELOPMENT  CENTERS 

Mr.  Mollohan.  You  really  don't  anticipate  any  Minority  Busi- 
ness Development  Centers  being  located  in  the  rural  areas  at  this 
time,  do  you? 

Mr.  Colon.  Yes.  We  are  looking  at  putting  one  in  Orangeburg, 
South  Carolina. 

Ms.  Young.  It  is  a  rural  development 

Mr.  Colon.  Rural  Development  Center. 

Ms.  Young.  For  the  State. 

Mr.  Colon.  We  are  very  serious  about  this  issue.  I  whole- 
heartedly agree  with  you,  that  we  need  to  address  the  rural  com- 
munity. I  was  personally  involved  in  sponsoring  children  in  Whit- 
ley County,  Kentucky,  because  of  the  poverty  and  the  devastation 
that  exists  in  that  State.  So  I  have  a  firsthand  knowledge  about  the 
rural  community  from  that  experience.  We  are  talking  about  Amer- 
ica. We  have  to  address  not  only  the  urban  centers,  but  we  need 
to  address  the  rural  centers  as  well. 
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Mr.  MOLLOHAN.  I  agree  with  you  and  look  forward  to  working 
with  you  in  both  of  these  directions,  the  urban  and  the  rural. 
Mr.  Colon.  Thank  you,  sir. 

REQUEST  TO  OMB 

Mr.  MoLLOHAN.  What  was  your  request  to  OMB? 
Mr.  Colon.  Our  original  request  was  $49  million. 
Mr.  MOLLOHAN.  And  what  did  they  give  you? 
Mr.  Colon.  We  finally  ended  up  by  supporting  the  Administra- 
tion with  $44.7  million. 

NATIONAL  performance  REVIEW 

Mr.  MOLLOHAN.  Did  the  Vice  President's  National  Performance 
Review  look  at  your  mission  and  any  duplication  of  the  other  busi- 
ness assistance  delivery  agencies? 

Mr.  Colon.  No.  We  find  ourselves  in  the  same  boat  having  to  en- 
sure that  we  are  efficient  and  effective. 

Mr.  MOLLOHAN.  Did  they  mention  you? 

Mr.  Colon.  The  National  Performance  Review?  Oh,  yes. 

Mr.  MOLLOHAN.  And  what  did  they  say? 

Mr.  Colon.  Basically,  it  dealt  with  organizational  issues,  how  to 
best  deliver  services. 

Mr.  MOLLOHAN.  Did  it  have  any  recommendations  about  your 
being  consolidated  with  any  of  the  other  agencies? 

Mr.  Colon.  No,  sir.  And  I  wouldn't  advocate  that  for  anjrthing 
in  the  world. 

Mr.  MOLLOHAN.  Okay.  We  have  a  number  of  questions  that  we 
are  going  to  submit  for  the  record,  Mr.  Colon,  and  we  appreciate 
both  of  your  testimonies  here  today. 

Mr.  Colon.  Thank  you,  sir.  We  will  be  glad  to  submit  them  in 
writing. 

Mr.  MOLLOHAN.  Thank  you.  The  hearing  is  concluded. 

[The  following  questions  were  submitted  to  be  responded  to  for 
the  record:] 
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Questions  Submitted  by  Congressman  Neal  Smith 

Request  to  0MB 

QUESTION: 

What  was  your  budget  request  to  the  Department  and  to 
0MB  for  fiscal  year  1995,  what  items  did  0MB  eliminate  from 
that  request,  and  what  will  be  the  impact  of  those 
reductions  on  your  activities? 

ANSWER: 

MBDA  requested  increases  of  $26.4  million  and  $4.2  million 
from  the  Department  and  0MB  respectively.  0MB  reduced  the 
amount,  rather  than  eliminate  items,  by  $2.3  million. 
MBDA's  request  reflects  the  program  increases,  negotiated 
with  0MB,  that  would  best  serve  the  minority  business 
community. 

Authorization  Status 


QUESTION: 

Could  you  highlight  some  of  the  specifics  of  the 
legislative  proposal?   Will  it  include  an  expansion  of 
duties  for  the  MBDA? 

ANSWER: 

The  MBDA  is  currently  drafting  proposed  legislation.  At 
this  point,  it  is  premature  to  discuss  specific  elements  of 
this  proposal.  However,  the  proposal  being  drafted  would 
retain  some  activities  of  the  current  executive  order  and 
proposes  augmentations  and  revisions  to  other  portions  of 
it.  The  proposal  also  expands  and  clarifies  the  MBDA's 
role  as  the  agency  having  sole  responsibility  for  the 
development  and  expansion  of  minority  businesses. 

QUESTION: 

Are  you  working  with  other  Federal  agencies,  such  as 
the  Small  Business  Administration  to  ensure  that  this 
proposal  eliminates  overlap  with  other  Federal  delivery 
programs? 


1001 


ANSWER: 

Yes,  MBDA's  Enterprise  Development  Program  and  its  MBDCs 
currently  work  collaboratively,  both  nationally  and 
locally,  with  other  Federal  agencies  on  many  projects  to 
promote  and  enhance  minority  business  development.  We  work 
to  assure  that  our  efforts  avoid  duplication  and  overlap 
and  engage  in  projects  with  agencies  having  separate, 
discrete  yet  complementary  scopes  of  activity.  Our  MBDCs 
and  the  SBAs  SBDCs  work  closely  in  most  areas  referring 
clients  to  each  other.  For  example,  SBA  may  refer  a  client 
for  business  plan  preparation  by  a  CPA,  which  the  MBDC  can 
provide  but  the  SBDC  cannot.  Conversely,  the  MBDC  will 
refer  clients  to  the  SBDC  for  business  training  which  the 
MBDC  does  not  provide. 

In  its  Resource  Development  activity,  MBDA  is  working  with 
other  Federal  Agencies  not  only  to  prevent  overlap  of 
functions  but  to  coordinate  with  program  resources  needed 
for  minority  business  access  to  capital,  management  and 
market  opportunities.  These  agencies  include  the  Small 
Business  Administration  for  loan  support  of  MBDA  clients. 
International  Trade  Administration  for  Matchmaker  trade 
delegations.  National  Telecommunication  and  Information 
Administration  for  telecommunications  expertise  and  the 
United  States  Travel  &  Tourism  Administration  for  tourism 
models.  MBDA's  Advocacy  program  jointly  presents  minority 
Enterprise  Development  (MED)  Week  with  SBA.  MBDA's 
legislative  proposal  will  take  these  existing  complementary 
relationships  into  account. 

MEGA  Centers 

QUESTION: 

Your  budget  request  includes  a  requested  transfer  of 
$1.5  million  from  the  Enterprise  Development  Program  and 
the   Resource   Development   Program   for   the   Minority 
Enterprise  Growth  Assistance  (MEGA)  Centers. 

a.  Will  this  be  a  permanent  redirection  of  base  funds? 
If  not,  how  will  these  MEGA  Centers  be  funded  in  future 
years? 

ANSWER: 

This  will  be  a  permanent  redirection  of  base  funds.  The 
redirection  of  funds  will  allow  for  the  continued  funding 
of  the  MEGA  Centers. 

b.  What  will  be  the  impact  of  this  proposed  redirection 
of  funds  on  your  ongoing  programs  for  enterprise 
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development  and  resource  development?  Will  any  existing 
Business  Development  Centers  be  closed? 

ANSWER: 

The  impact  of  this  proposed  redirection  will  be  to  provide 
broader  opportunities  for  minority  businesses  in  areas 
served  by  MEGA  Centers.  MEGA  Centers  are  designed  with 
specialized  functional  components  to  service  larger,  more 
profitable  ventures  in  areas  of  business  development  which 
have  the  most  demand  and  have  the  brightest  future  in 
today's  market  environment.  These  include  such  components 
as  international  trade,  technology  transfer  and 
commercialization,  tourism,  the  construction  industry, 
franchising,  and  the  venture  and  equity  capital  markets. 
All  of  the  foregoing  are  areas  which  have  been  either 
closed  to  minority  firms,  or  virtually  inaccessible.  These 
areas  produce  more  employment  and  growth  opportunities  than 
do  the  traditional  areas  of  business  development,  such  as 
retailing,  where  there  is  the  largest  concentration  of  MBE 
firms.  MEGA  Centers  will  continue  to  service  the  agency's 
traditional  clients  in  the  metropolitan  areas  where  they 
are  located,  through  their  basic  functional  components. 
Moreover,  the  MEGA  Center  will  provide  service  to  MBDC 
clients  throughout  entire  regional  areas  —  services  which 
the  MBDCs  cannot  provide. 

The  Business  Development  Centers  which  will  be  closed  are 
those  which  are  located  in  the  metropolitan  areas  where  the 
MEGA  Centers  are  currently  located  or  will  be  located.  For 
example,  when  the  Chicago  and  Los  Angeles  MEGA  Centers 
opened,  the  two  existing  MBDCs  in  Chicago  and  Los  Angeles 
were  closed. 

QUESTION: 

How  many  MEGA  Centers  have  been  opened  to  date,  and 
what  additional  centers  do  you  plan  to  open  in  FY  1994? 
Where  will  you  open  centers  with  the  additional  resources 
requested  for  FY  1995? 

ANSWER: 

The  Chicago  MEGA  Center  is  open  and  operational,  and  the 
one  in  Los  Angeles  will  open  on  April  1,  1994.  For  FY 
1995,  we  are  considering  several  options  within  the  four 
(4)  remaining  regions  for  the  opening  of  one  (1)  additional 
MEGA  Center.  MBDA  is  conducting  a  supply  and  demand  study 
for  center  services.  This  will  determine  where  it  would  be 
most  productive  and  cost  effective  to  locate  the  additional 
MEGA  Center. 
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QUESTION: 

How  will  you  evaluate  the  success  of  the  MEGA  centers? 
Are  the  criteria  for  evaluation  different  from  criteria  for 
evaluation  MBDCs?   If  so,  how?   How  soon  do  you  expect  to 
see  results  from  this  initiative? 

ANSWER: 

The  MEGA  Centers  will  be  evaluated  against  essentially  the 
same  pre-established  and  publicly  advertised  performance 
indicators  as  traditional  MBDC's:  number  of  clients  served; 
number  of  client  service  hours  provided;  value  of  financial 
packages  approved;  value  of  procurement  packages  approved; 
client  satisfaction;  market  building  in  the  service  area; 
and  operational  quality.  However,  while  evaluation  criteria 
do  not  differ  significantly,  MEGA  Centers  do  differ  from 
traditional  centers  in  that  they  may  have  as  many  as  five 
or  more  additional  program  functional  components,  such  as 
capital  development,  technology  transfer  and 
commercialization,  tourism,  international  trade,  and 
construction  assistance.  The  functional  components  added 
to  a  particular  MEGA  Center  depend  on  the  market  demands  of 
the  region  where  it  will  be  located  and  the  MBDA  budget. 
We  expect  to  see  results  from  these  centers  by  the  end  of 
their  first  year  of  operations. 

QUESTION: 

What  is  the  total  amount  requested  in  the  FY  1995 
budget  for  the  MEGA  Center  program?   How  much  will  be 
directed  to  each  of  the  ongoing  centers,  and  what  amount  is 
for  new  center (s)?   How  do  you  determine  the  appropriate 
funding  level  for  each  MEGA  Center? 

ANSWER: 

The  total  appropriation  requested  in  FY  95  for  the  MEGA 
Center  program  is  $3.3  million.  Of  this  amount,  $496,000 
is  an  increase.  The  cost  of  operating  these  Centers  is 
estimated  at  $4.8  million  as  follows:  Chicago-$l.l 
million,  Los  Angeles  -  $2.5  million  and  $1.1  to  $1.2 
million  for  a  new  but  unspecified  location.  An  additional 
amount,  $1.5  million  in  continued  support  by  the  Economic 
Development  Agency  would  provide  the  balance  required. 
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QUESTION: 

How  do  you  determine  the  appropriate  funding  level  for  each 
MEGA  Center? 

ANSWER: 

The  determination  of  a  MEGA  Center  funding  level  is  based 
on  a  number  of  factors,  including  local  supply  and  demand 
studies,  the  availability  of  federal,  state,  local 
government  and  private  sector  opportunities  e.g,  minority 
purchasing  activities  and  loan  programs. 

More  specifically,  based  on  total  minority  population  and 
minority  businesses  within  the  service  area,  the  total 
number  of  business  clients  is  anticipated.  This  estimate 
is  applied  to  the  average  number  of  hours  provided  each 
client.  A  cost  estimate  is  then  developed  using  the  per 
hour  cost  of  basic  management  and  technical  assistance 
(M&TA)  applied  to  the  total  number  of  management  and 
technical  assistance  hours  to  be  provided. 

Funding  for  functional  components  is  developed  in  a  similar 
fashion  to  the  description  above  but  includes  the  cost  of 
specialized  professional  staff  in  these  areas. 

Functional  components  are  areas  of  M&TA  that  are  determined 
to  be  needed  based  on  local  supply  and  demand  studies  and 
access  to  opportunities.  There  vary  from  location  to 
location.  The  size  of  each  component  depends  on  the  study. 
Functional  components  include  such  sectors  as 
manufacturing,  export,  capital  development,  or  tourism. 

For  example,  we  found  the  need  for  an  export  component  was 
not  as  great  in  Chicago  as  it  is  in  California. 
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Minority  Business  Opportunity  Committees 

QUESTION: 

Your  budget  justifications  refer  to  the  Minority 
Business  Opportunity  Committees  (MBOCs) .   How  many  MBOCs 
are  you  funding  in  FY  1994  and  what  is  your  request  for  FY 
1995?   What  is  the  level  of  funding  provided  to  these 
Committees? 

ANSWER: 

For  FY  1994  MBDA  projected  funding  four  (4)  MBOCs  at 
approximately  $100  thousand  each.  However,  because  of  the 
pressing  need  for  economic  recovery  throughout  the  country 
we  were  able  to  leverage  our  funds  with  those  of  other 
federal,  state  and  local  agencies  and  prospective  MBOC 
operators.  As  a  result,  in  FY  1994  MBDA  is  establishing 
ten  (10)  MBOCs.  The  FY  1995  request  for  $270  thousand  is 
for  six  (6)  additional  MBOCs  with  anticipated  leverage  of 
these  funds.  At  worst,  if  the  agencies  currently 
participating  are  unable  to  contribute  at  the  supporting 
level  next  fiscal  year,  the  $270  thousand  increase  would 
allow  MBDA  to  continue  funding  of  existing  MBOCs.  The 
level  of  funding  provided  to  the  Committees  is  between  $100 
and  $200  thousand  dollars  depending  on  the  contribution  by 
other  federal,  state  or  local  agencies  or  the  prospective 
MBOC  operator.  To  date,  outside  commitments  range  between 
50  to  100  percent  of  the  MBDA  share. 

QUESTION: 

How  are  MBOCs  selected  to  receive  funds,  and  for  how 
long  are  they  eligible  to  receive  funds?  Where  are  these 
Committees  located? 

ANSWER: 

MBOCs  are  selected  to  received  funds  based  on  a  number  of 
criteria: 

o  Economic  need  —  based  on  disparity  or  other  studies 
indicating  low  business  participation  by  minorities 

o  Recommendations  from  MBDA's  regional  office  network 

o  Requests  from  communities  and  their  ability  to 
contribute  50%  to  100%  of  MBDA's  commitment. 

Other  considerations  include:  need  arising  from  natural 
disasters  or  civil  unrest,  severe  shifts  or  downturns  in 
local  business  economies,  i.  e.,  defense  downsizing. 
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For  example,  MBDA  was  approached  by  city  officials  and 
business  leaders  of  the  City  of  Corpus  Christi  who  were 
concerned  about  low  growth  rate  and  the  low  participation 
rate  of  minorities  in  their  city.  They  contributed  $67 
thousand  in  cash  and  in-kind  contributions  to  match  MBDA's 
$100  thousand  share. 

The  City  of  Jacksonville,  Florida  asked  MBDA  for  support 
after  having  conducted  a  disparity  study  that  indicated 
very  low  business  participation  rates  by  minorities  in 
their  city. 

North  Alameda  County  in  California  requested  assistance  in 
stimulating  minority  participation  with  regard  to  base 
closures. 

In  each  of  these  cases  the  municipalities  involved  were 
willing  to  contribute  50%  or  more  to  establish  a  committee 
in  their  area. 

For  FY  1994  MBDA  has  selected  the  following  locations  for 
funding  MBOCs. 


Los  Angeles,  CA  Charleston,  SC 

Puerto  Rico  Chicago,  XL 

Corpus  Christi,  TX  Pittsburgh,  PA 

Jacksonville,  FL  New  York  State 

Alameda  County,  CA  Delaware  State 

MBOCs  are  typically  funded  for  one  year  and  may  be  renewed 
based  on  performance. 

QUESTION: 

How  do  the  MBOCs  interact  with  the  Minority  Business 
Development  Centers  and  MEGA  Centers? 

ANSWER: 

MBDCs  are  members  of  MBOC  committees  where  appropriate. 
The  focus  of  an  MBOC  is  to  identify  procurement  and 
contracting  opportunities  in  the  public  and  private  sectors 
for  MBE  participation.  When  centers  are  located  near  MBOCs 
they  are  in  an  excellent  position  to  disseminate 
information  about  opportunities  to  their  clientele  and  to 
provide  management  and  technical  assistance  if  required. 
MBDCs  may  also  refer  clients  to  a  Committee  looking  for 
businesses  with  specialized  skills  or  a  proven  track 
record. 
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QUESTION: 


You  are  requesting  an  increase  of  $940,000  for  the 
Capital  Development  program.   What  are  the  goals  for  each 
of  the  components  of  this  initiative  (debt,  equity  and 
bonding)?  When  do  you  expect  to  achieve  these  goals? 

ANSWER: 

The  overall  goal  for  our  Capital  Development  program  is  to 
enhance  MBE's  access  to  the  capital  markets  through  the 
promotion  of  liquidity  of  MBE  investments.  The  Agency 
wishes  to  promote  awareness  of  MBE  investments  as  liquid 
investments,  whereby  both  debt  and  equity  instruments  can 
be  bought  and  sold.  To  encourage  liquidity  we  intend  to 
spearhead  the  development  of  a  secondary  market  for  both 
debt  and  equity  instruments  as  well  as  the  securitization 
of  MBE  commercial  and  industrial  loans. 

For  bonding,  the  Agency  proposes  to  develop  Bond  Advisory 
Councils  in  each  MBDA  region  to  negotiate  the  establishment 
of  bond  pools  with  a  number  of  surety  companies.  By 
pooling  surety  commitments,  and  then  rotating  the 
underwriting  commitment  among  the  pool  members,  MBDA  will 
be  spreading  the  risk  so  that  no  one  surety  accepts  the 
underwriting  risk  for  a  large  portfolio  of  MBEs. 

Results  from  the  Capital  Development  components  are 
expected  to  be  seen  in  fiscal  year  1995  and  to  continue  in 
succeeding  fiscal  years. 

QUESTION: 

Have  you  developed  any  performance  measures  for  the 
Capital  Development  initiative?  Please  elaborate. 

ANSWER: 

The  proposed  Capital  Development  performance  measures, 
provided  below  as  A,B,  and  C,  are  intended  to  measure  the 
increased  access  to  conventional  and  non-conventional 
sources  of  capital  by  MBEs. 

A.  We  intend  to  negotiate  a  series  of  public/private 
partnership  agreements  to  improve  the  working 
relationships  between  MBDA-MBDCs  and  financial  sources 
as  follows: 

Memoranda  of  Understanding 

-  MBDA/Commercial  Financial  Institution (s) 

-  MBDC(s) /Commercial  Financial  Institution 

-  MBDA/Bank  Trade  Associations 
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-  MBDA/ Financial  Regulatory  Agency (ies) 

-  MBDA/ Surety  Company (ies) 

B.  In  order  to  inform  the  finance  industry  of  uses  for 
already  developed  products  to  enhance  asset  liquidity, 
we  intend  to: 

Sponsor  (3)  industry  seminars  on  access  to  capital 

-  Securitizing  MBE  commercial  and  industrial 
debt 

-  Derivative/ swaps  and  other  arcane  instruments 

of  liquidity 

-  Secondary  markets  for  MBE  debt  and  equity 

C.  In  order  to  reduce  developmental  costs  and  to 
encourage  industry  participation,  we  intend  to  fund: 

Portfolio  Pricing  Study  -  Competitive  contract 
to  develop  MBE  asset  portfolio  construct  that  will 
reflect  the  risk  to  return  ratio,  asset  pricing  and 
portfolio  rating  without  any  significant  discounts  or 
guaranty. 

QUESTION: 

You  are  requesting  $505,000  in  FY  1995  to  conduct  a 
study  of  commercial  lending  practices  to  determine  whether 
discrimination  in  lending  is  a  key  factor  in  the  lack  of 
minority  access.  Haven't  studies  on  this  subject  been 
conducted  recently?  What  have  been  the  results  of  these 
recent  studies? 

ANSWER: 

There  have  been  several  large-scale  major  discrimination 
studies  conducted  recently,  but  they  have  dealt  with 
housing,  mortgage  lending,  personal  lending  and  hiring. 

Recent  studies  by  Dr.  Faith  Ando  (1988)  and  Dr.  Timothy 
Bates  (1993)  provide  some  statistical  evidence  of  lower 
short-term  loan  acceptance  rates  for  minorities  and 
commercial  redlining  in  minority  communities.  While  these 
are  important  pathbreaking  studies  they  are  not  definitive. 

QUESTION: 

Why  is  MBDA  the  appropriate  agency  for  conducting  this 
study,  rather  than  one  of  the  lending  industry  review 
agencies?   Does  this  project  not  duplicate  other  Federal 
efforts  in  reviewing  discrimination  in  lending? 
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ANSWER: 


MBDA  is  the  appropriate  agency  for  this  study  because  the 
minority  business  community  has  asked  us  to  be  the  leader 
in  attacking  the  financial  capital  access  problem.  This 
discrimination  study  is  an  essential  component  of  our 
capital  development  strategy.  The  study  will  not  duplicate 
other  Federal  efforts,  because  they  have  focused  on  non- 
business lending. 

QUESTION: 

Will  you  integrate  the  results  of  you  study  on 
discrimination  with  your  Capital  Development  program? 
Please  elaborate. 

ANSWER: 

The  discrimination  study  is  an  essential  component  of  our 
Capital  Development  program.  We  are  hypothesizing  that 
discrimination  exists  in  the  marketplace  and  that  it  is  a 
barrier  -  like  lack  of  information,  misperception  of  risk  - 
that  needs  to  be  removed  in  order  to  make  additional 
capital  resources  available  to  minority-owned  firms.  We 
anticipate  using  results  of  this  study  to  strengthen  our 
capital  program  through  areas  such  as  the  Community 
Reinvestment  Act  and  advocating  more  favorable  service  to 
minority-owned  firms  from  financial  institutions. 

Rural  Initiatives 

QUESTION: 

What  steps  is  MBDA  taking  to  expand  its  assistance  to 
minorities  in  rural  areas?  How  is  this  expansion  to  rural 
areas  reflected  in  your  FY  1995  budget  request? 

ANSWER: 

MBDA  is  planning  to  fund  a  State-wide  rural  initiative  in 
the  State  of  South  Carolina  in  FY  1994  and  to  establish  a 
MBOC  in  the  Mississippi  Delta  in  FY  1995.  Although  we  are 
not  requesting  additional  funds  for  the  rural  initiative  in 
FY  1995,  we  are  actively  pursuing  leveraging  funds  from 
other  Federal  agencies  to  launch  rural  projects. 

QUESTION: 

Of  the  existing  Minority  Business  Development  Centers, 
how  many  are  located  in  rural  areas?  How  does  this  compare 
to  the  total  number  of  centers? 
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ANSWER: 

None  of  the  agency's  existing  MBDCs  are  presently  located 
in  rural  areas.  All  of  our  98  centers  are  located  in 
metropolitan  areas.  Agency  policy  is  to  locate  its  centers 
in  areas  with  the  largest  minority  population  and  minority 
business  presence  to  make  the  greatest  impact  on  minority 
business  development  in  terms  of  numbers  of  clients  served; 
hours  of  technical  assistance;  business  loans  approved; 
assistance  with  procurement  contracts;  and  several 
qualitative  impact  measures.  Service  to  rural  areas  means 
reaching  fewer  clients  in  large,  sparsely  populated  areas 
and  producing  fewer  results.  Service  to  rural  areas  cannot 
be  substantiated  within  the  MBDC  funding  policy  with 
current  resources.  This  program  is  market-driven,  i.e., 
services  are  targeted  to  areas  with  the  greatest  market 
demand  for  assistance  and  are  the  most  cost  effective. 
The  agency  is  addressing  the  need  for  service  to  rural 
areas  through  the  MBDC  program  by  establishing  a  special 
statewide  rural  MBDC  in  Orangeburg,  South  Carolina. 
In  addition,  private  sector  programs  in  Market  and  Capital 
Development  address  the  needs  of  minority  entrepreneurs  in 
both  urban  and  rural  communities. 

QUESTION: 

How  do  these  ratios  compare  to  the  minority  population 
distribution  as  calculated  in  the  most  recent  decennial 
census? 

ANSWER: 

The  Agency  uses  data  on  minority  populations  from  the 
latest  decennial  census,  and  from  the  latest  Economic 
Census,  Survey  of  Minority-Owned  Business  Enterprises,  as 
key  factors  in  the  selection  of  center  locations.  These 
data,  compiled  by  the  Department's  Census  Bureau,  determine 
where  the  largest  concentrations  of  MBE  are  located. 
Presently  minority  populations  and  businesses  are 
concentrated  in  large  metropolitan  areas.  Prior  to  the  mid 
1980 's  MBDA's  funding  was  such  that  we  funded  over  100 
MBDCs  and  NABDCs.  Funding  levels  during  that  period  ranged 
from  approximately  $2.2  million  in  the  larger  urban  areas 
and  up  to  $200  thousand  for  least  populated  areas.  Current 
funding  allows  for  funding  only  97  centers  at  significantly 
reduced  levels. 

American  Indian  Programs 

QUESTION: 

Your  statement  highlights  some  of  the  Agency's  efforts 
in  assisting  American  Indians.   What  percentage  of  MBDA's 
resources  are  devoted  to  programs  for  Indian  business 


1011 


assistance,  and  how  does  that  compare  to  previous  fiscal 
years? 

ANSWER: 

The  American  Indian  population  represents  3.23%  of  the 
total  minority  population  in  this  country  according  to  the 
1990  census  data  and  it  makes  up  1.76%  of  the  total 
minority  businesses  in  the  U.S.A.  according  to  the  1987 
Survey  of  Minority  Businesses,  the  latest  available  data. 

MBDA's  funding  for  the  Native  American  program  is 
approximately  eight  (8)  percent  of  program  funds  which  is 
about  the  same  as  in  previous  years.  This  includes  funding 
for  the  traditional  Native  American  Business  Development 
Centers,  and  other  such  initiatives  as  a  workshop  on  export 
promotion,  a  case  study  on  export  promotion,  and  with  EDA, 
a  study  to  assess  the  potential  for  creating  a  Foreign 
Trade  Zone  in  the  Yakima  Valley  in  Washington  state  which 
includes  1.6  million  acres  of  forest,  range  and  farm  land 
of  the  Confederated  Tribes  and  Bands  of  the  Yakima  Indian 
Nation.  These  activities  are  in  keeping  with  MBDA's 
commitment  to  support  all  segments  of  the  minority 
population. 
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Questions  Submitted  by  Congressman  Harold  Rogers 

Carryover  Balances 

QUESTION: 

In  last  year's  budget  justifications,  you  did  not 
anticipate  any  carry  over  from  FY93  in  to  FY94.  Yet,  you 
actually  carried  over  $2.1  million  into  FY94. 

Where  did  you  derive  this  carryover,  and  how  are  you 
spending  these  funds  in  FY94. 

ANSWER: 

During  the  justification  process,  we  projected  that  the  Los 
Angeles  MEGA  Center  and  the  Northwest  native  American 
Business  Development  Center  would  be  operational  before  the 
end  of  the  fiscal  year.  Later,  delays  in  the  competitive 
process  pushed  the  start  dates  past  the  end  of  the  fiscal 
year,  requiring  $1.8  million  to  be  carried  into  FY  1994. 
Another  $300  thousand  is  made  up  of  recoveries  of 
approximately  $200  thousand  set  aside  for  Minority 
Enterprise  Development  Week  (MED  Week)  1994  and  the 
remainder  is  approximately  $100  thousand  in  program 
management  fund  appropriated  to  the  no-year  account. 

QUESTION: 

Again  this  year,  you  do  not  estimate  any  funds  carrying 
over  into  FY95.  Is  this  a  realistic  assumption,  given  that 
you  have  had  significant  carryover  in  the  last  4  years? 

ANSWER: 

Yes,  this  is  a  realistic  assumption.  MBDA  does  not 
anticipate  any  carryover  based  on  present  program 
conditions. 

Status  of  Authorization 

QUESTION: 

Is  the  Administration  proposing  an  authorization  for  MBDA? 

ANSWER: 

Secretary  Brown  has  made  authorization  for  MBDA  one  of  his 
goals. 
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QUESTION: 

What  is  the  status  of  the  authorization? 

ANSWER: 

MBDA  is  currently  drafting  a  proposal  which  we  expect  to 
submit  for  departmental  clearance  in  April. 

QUESTION: 

Do  you  anticipate  significant  changes  in  MBDA's  mission  or 
programs  if  an  authorization  is  passed?  What  impact,  if 
any,  would  there  be  on  you  FY95  request? 

ANSWER: 

The  proposal  being  drafted  would  retain  some  activities  of 
the  current  executive  order  and  proposes  augmentations  and 
revisions  to  other  portions  of  it.  The  proposal  also 
expands  and  clarifies  the  MBDA's  role  as  the  agency  having 
sole  responsibility  for  the  development  and  expansion  of 
minority  businesses.  There  would  be  no  impact  on  the  FY 
1995  request. 


Mega-Centers 


QUESTION: 


You  indicate  in  your  justifications  on  p. 29  that  you  are 
planning  to  establish  a  second  Mega-Center  this  year  (FY94) 
in  Los  Angeles. 

You  indicate  that  EDA  is  also  providing  funding  for  the 
project. 

What  is  the  total  cost  of  the  project  —  how  much  is  being 
funded  through  MBDA  and  how  much  through  EDA? 

ANSWER: 

The  following  is  the  funding  breakout  for  the  first  year  of 
L.A.  MEGA  Center  operation  in  FY  1994. 

$1.6  million  MBDA 
1.5     "     EDA 

$3.1  million  TOTAL 
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QUESTION: 

What  is  EDA's  role  in  the  Mega-Center  and  is  this  a  new 
role  for  EDA? 

ANSWER: 

EDA  sees  the  L.A.  MEGA  Center  as  a  complementary  effort  to 
its  own  economic  development  efforts  to  revitalize  the  Los 
Angeles  area  which  has  been  heavily  damaged  first,  by  the 
riots  of  1992,  and  more  recently  by  the  earthquake.  The 
Los  Angeles  area  has  a  very  large  minority  population.  The 
specific  area  affected  by  the  riots  is  almost  entirely  made 
up  of  minority  Americans.  Besides  providing  a  large  amount 
of  the  funding  for  the  project,  the  roles  for  both  EDA  and 
MBDA  will  be  to  work  closely  together  on  projects  and  areas 
where  their  efforts  will  be  mutually  complementary  and 
beneficial  to  the  targeted  segment  of  the  population. 

QUESTION: 

In  FY95,  you  are  requesting  an  additional  $496,000  to 
establish  a  third  Mega-Center. 

Where  will  this  center  be  located,  what  is  the  total  cost 
for  the  new  Mega-Center,  and  will  other  agencies  be 
contributing  funding?   If  so,  how  much? 

ANSWER: 

We  are  considering  several  options  within  all  of  our 
regions  for  the  opening  of  one  additional  MEGA  Center. 
MBDA  is  conducting  a  supply  and  demand  study  for  center 
services,  which  will  help  us  to  determine  where  to  locate 
the  additional  MEGA  Center.  Other  factors  which  we  will 
use  to  help  us  determine  where  to  locate  the  new  MEGA 
Center  will  be  the  presence  of  resources  such  as  Federal, 
state  and  local  government  procurement  and  capital 
programs;  private  company  resources  ,e.g.,  minority 
purchasing  activities  and  loan  programs,  and  of  course 
minority  population  and  minority  business  presence.  The 
total  cost  of  the  new  MEGA  Center  is  estimated  at  $1.1  to 
$1.2  million.  The  request  for  $496,000  is  for  additional 
funds  to  be  added  to  our  base  to  enable  us  to  fund  the 
entire  MEGA  Center  program. 

EDA  will  continue  to  provide  funding  in  the  amount  of  $1.5 
million  for  the  MEGA  Center  program. 
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QUESTION: 


What  services  do  the  Mega-Centers  offer  that  are  already 
provided  by  the  traditional  Minority  Business  Development 
Centers  (MBDCs)? 

ANSWER: 

The  MEGA  Centers  and  MBDCs  offer  the  same  traditional  type 
services  that  include  management  and  technical  assistance 
(M&TA) ,  business  plan  preparation,  loan  packaging, 
marketing  and  research  assistance,  contract  procurement, 
providing  information  and  making  referrals.  In  addition  to 
these  services,  the  MEGA  Centers  are  designed  to  service 
larger,  more  profitable  ventures  in  areas  of  business 
development  which  have  the  most  demand  and  have  the 
brightest  future  in  today's  market,  services  which 
traditional  MBDCS  cannot  provide  because  of  their  size  and 
limited  funding  levels.  The  services  which  MEGA  Centers 
provide  are  unique  and  differ  from  those  of  traditional 
MBDCs  in  that  they  include  functional  components  in  the 
areas  of  international  trade,  technology  transfer  and 
commercialization,  tourism,  construction  industry 
assistance,  and  franchising,  and  access  to  the  venture  and 
equity  capital  markets.  These  areas  produce  more 
employment  and  growth  opportunities  than  do  the  traditional 
areas  of  business  development.  MEGA  Centers  will  continue 
to  service  clients  in  traditional  markets  in  the 
metropolitan  areas  where  they  are  located  and  also  provide 
augmented  services  to  MBDC  clients  throughout  the  entire 
regional  areas  they  serve. 

QUESTION: 

What  unique  functions  do  Mega-Centers  provide  that  existing 
Minority  Business  Development  Centers  cannot  provide? 

ANSWER: 

The  MEGA  Center  concept  is  that  of  a  state-of-the-art 
assistance  center  that  will  serve  start  up  and  existing 
minority  businesses  with  expanded  services.  One  of  the 
MEGA  Center's  main  concepts  is  to  provide  expanded  and  more 
sophisticated  business  services  to  clients  within  large 
metropolitan  areas  having  more  complex  requirements  than 
those  of  the  regular  centers.  These  expanded  services  are 
provided  through  functional  market  components  which 
correspond  to  the  economic  configuration  of  the  locale. 
These  include  such  components  as  technology,  international 
trade  and  tourism. 
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QUESTION: 

Can  we  assume  a  down-sizing  of  the  MBDCs  in  areas  where  the 
Mega-Centers  operate?   If  not,  why? 

ANSWER: 

The  Business  Development  Centers  which  will  be  closed  are 
those  which  are  located  in  the  metropolitan  areas  where  the 
MEGA  Centers  are  established.  For  example,  when  the 
Chicago  MEGA  Center  was  opened,  the  two  existing  MBDCs 
there  were  closed  and  the  funding  was  used  to  partially 
offset  the  increased  costs  of  the  MEGA  Center. 

Discrimination  Study 

QUESTION: 

You  are  requesting  a  program  increase  of  $505,000  to  fund 
a  study  on  discrimination  in  commercial  lending  institution 
practices? 

Will  this  study  be  done  internally,  or  will  it  be 
contracted  to  a  private  organization? 

ANSWER: 

We  anticipate  that  the  scale  and  unique  nature  of  this 
study  will  require  contracting  with  a  private  organization. 
In  developing  technical  specifications  for  this  study  our 
staff  will  coordinate  with  other  agencies  that  have 
conducted  discrimination  studies  in  the  areas  of  rental 
housing,  mortgage  lending  and  hiring,  to  use  their  very 
successful  methodologies.  We  estimate  this  study  will  have 
a  total  cost  exceeding  one  million  dollars;  and  its  results 
will  have  policy  implications  for  the  Federal  lending 
agencies.  Therefore  we  will  arrange  for  financial  and 
other  partnership  commitments  from  the  various  Federal 
lending  agencies. 

QUESTION: 

You  indicate  that  other  agencies  have  indicated  their 
commitment  to  this  project. 

What  other  agencies  are  involved,  and  do  you  anticipate 
those  agencies  committing  resources  to  this  initiative? 
Are  any  other  agencies,  such  as  the  Department  of  Justice 
of  HUD,  conducting  their  surveys  or  other  activities  on 
discrimination  in  lending  practices?  Is  this  duplicative 
of  your  request?   If  not,  why? 
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ANSWER: 

We  have  discussed  this  study  with  the  Small  Business 
Administration  and  the  Federal  Reserve  Board.  During  the 
next  several  months  we  will  be  holding  discussions  with 
Treasury,  the  Office  of  Civil  Rights  at  Justice,  the  United 
States  Commission  on  Civil  Rights,  and  HUD.  We  anticipate 
having  a  partnership  with  these  agencies  because 
eliminating  discrimination  is  a  priority  of  this 
Administration . 

Studies  of  discrimination  by  other  Federal  agencies  have 
focused  on  housing,  mortgage  lending  and  hiring  practices. 
They  have  not  investigated  discrimination  in  lending  to 
businesses.  Our  study  will  not  duplicate  other  Federal 
efforts. 


Tuesday,  March  15,  1994. 
INTERNATIONAL  TRADE  ADMINISTRATION 

WITNESSES 

JEFFREY    E.    GARTEN,    UNDER    SECRETARY    FOR    INTERNATIONAL 

TRADE  ADMINISTRATION 
ALAN  NEUSCHATZ,  DIRECTOR  OF  ADMINISTRATION 
MITCHELL  A.  LUXENBERG,  DIRECTOR  OF  THE  OFFICE  OF  FINANCIAL 

MANAGEMENT 
MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET,  DEPARTMENT  OF 

COMMERCE 

Mr.  MORAN  [presiding].  We  will  continue  our  hearing  on  the  De- 
partment of  Commerce,  fiscal  year  1995  budget.  The  request  for  the 
International  Trade  Administration  is  $262.5  million.  It  is  an  in- 
crease of  almost  $16  million  above  what  was  provided  last  year. 
That  includes  a  rescission  of  $2  million. 

We  will  put  the  justification  material  into  the  record  at  this 
point. 

[The  justification  follows:] 

(1019) 
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Mr.  MORAN.  Testif3dng  on  behalf  of  the  International  Trade  Ad- 
ministration is  the  Under  Secretary  of  Commerce  for  International 
Trade,  Jeff  Garten.  Since  this  is  your  first  time  before  the  sub- 
committee, we  will  put  your  bio  into  the  record  at  this  point  as 
well.  And  maybe,  Mr.  Under  Secretary,  you  can  give  us  a  synopsis 
of  your  testimony.  All  of  it  will  be  put  into  the  record  as  well.  You 
may  proceed. 

ITA  STRATEGIC  APPROACH  TO  TRADE  ISSUES 

Mr.  Garten.  Thank  you  very  much,  Mr.  Chairman.  As  you  said, 
this  is  my  first  appearance  before  this  committee  and  it  is  a  pleas- 
ure to  be  here.  I  would  like  to  just  summarize  my  remarks,  maybe 
by  starting  with  our  overall  strategic  approach  to  the  trade  issues 
for  which  we  are  responsible. 

One  of  the  most  important  aspects  of  the  International  Trade  Ad- 
ministration is  the  execution  of  the  national  export  strategy  on  be- 
half of  Secretary  Brown.  This  strategy  has  many  elements,  many 
of  which  are  not  strictly  in  the  province  of  the  Commerce  Depart- 
ment, such  as  the  need  to  improve  trade  financing  for  American 
companies.  Nevertheless,  we  spend  a  good  deal  of  our  time  and  de- 
vote a  good  deal  of  our  resources  to  coordinating  the  national  ex- 
port strategy,  a  process  that  encompasses  some  18  agencies  of  the 
government. 

I  would  like  to  just  focus  on  a  few  things  that  the  Commerce  De- 
partment is  responsible  for.  First,  we  have  already  established  so- 
called  one-stop  U.S.  Export  Assistance  Centers  in  three  cities. 
These  are  centers  that  are  designed  to  consolidate  all  Federal  ac- 
tivities and  link  those  activities  with  the  services  on  the  State  and 
local  level.  We  are  looking  forward  to  opening  a  fourth  center  very 
shortly. 

Mr.  Moran.  Where  are  those  centers? 

Mr.  Garten.  One  is  in  Baltimore,  one  is  in  Chicago,  one  is  in 
Miami,  and  the  one  that  is  about  to  open  is  in  Los  Angeles.  As  you 
may  know,  we  are  going  to  be  opening  several  more.  We  haven't 
identified  exactly  where,  but  I  think  this  is  a  significant  innova- 
tion. 

Mr.  MoRAN.  Do  they  go  places,  other  places  besides  their  imme- 
diate office  to  help  groups,  for  example,  in  other  metropolitan  re- 
gions? 

Mr.  Garten.  Oh,  yes. 

Mr.  Moran.  They  travel? 

Mr.  Garten.  Well,  they  just  started,  but  the  game  plan  is  for  ex- 
port centers  to  be  set  up  around  the  United  States  and  for  each 
center  to  have  quite  a  long  reach  in  terms  of  the  services  it  pro- 
vides. We  couldn't  possibly  set  up  enough  so  that  potential  Amer- 
ican exporters  could  come  to  them.  They  are  going  to  have  to  go 
out  and  disseminate  information  and  services  as  well. 

Mr.  MORAN.  Grood.  Proceed. 

Mr.  Garten.  We  have  established  in  the  Commerce  Department 
what  we  call  an  advocacy  center.  This  is  an  effort  to  focus  on  some 
of  the  largest  projects  around  the  world,  projects  where  American 
firms,  if  successful,  would  win  a  significant  amount  of  sales,  and 
we  believe  this  will  translate  into  a  significant  amount  of  jobs  in 
the  United  States. 
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We  have  been  developing  strategic  commercial  plans  for  major 
export  markets  around  the  world,  and  we  are  focusing,  in  particu- 
lar, on  what  we  call  Big  Emerging  Markets,  which  are  ten  coun- 
tries around  the  world,  which  we  believe  will  be  growing  fast  and 
where  we  think  the  potential  for  American  sales  is  unusually  large. 
These  include  countries  like  Indonesia,  Korea,  Poland,  Mexico,  and 
Brazil. 

We  are  also  focusing  on  several  sectors,  we  call  this  Big  Emerg- 
ing Sectors,  and  the  objective  here  is  to  be  able  to  focus  on  some 
industries  where  we  are  quite  sure  there  is  market  export  poten- 
tial. These  are  not  the  only  industries  that  we  are  focusing  on,  but 
give  us  a  point  of  reference.  Some  of  these  industries  include,  for 
example,  information  services,  including  telecommunications, 
transportation,  including  aerospace  and  automotive,  and  health 
care  services,  including  medical  devices. 

The  point  I  just  want  to  make  with  the  concept  of  the  Big  Emerg- 
ing Markets  and  the  Big  Emerging  Sectors  is  that  for  the  first  time 
we  have  an  intense  focus  and  a  way  to  coordinate  our  activities. 
For  the  purposes  of  this  hearing,  I  also  want  to  emphasize  how 
much  time  and  effort  and  resources  these  activities  are  taking. 

Elsewhere,  we  are  going  to  be  plajdng  a  leadership  role  in  the 
implementation  of  the  Uruguay  Round.  The  legislation  hasn't 
reached  Congress  yet,  but  when  it  does,  this  is  going  to  be  a  very 
complex  set  of  issues  for  the  Congress  to  deal  with.  Additionally  it 
is  going  to  require  a  very  significant  educational  outreach  around 
the  country  so  that  our  citizens  understand  the  issues  that  will  be 
involved. 

We  are  continuing  to  implement  the  objectives  of  NAFTA,  and 
we  are  operating  the  NAFTA  Secretariat,  which  is  also  a  very  com- 
plex operation.  We  have  also  been  playing  a  very  major  role  in  the 
trade  negotiations  with  Japan.  As  you  know,  they  are  a  long  way 
from  being  over,  and  this,  too,  is  taking  a  tremendous  amount  of 
resources. 

Finally,  when  it  comes  to  trade  law  enforcement,  this  is  a  very 
critical  part  of  the  ITA  focus.  I  said  when  I  was  confirmed  that 
there  would  be  no  higher  priority  than  to  protect  our  businesses 
against  unfair  trade  practices.  We  have  a  full  agenda  and  we  will 
also  be  working  in  this  area  when  it  comes  to  the  implementing 
legislation. 

Turning  to  the  budget  increases  that  the  President  is  rec- 
ommending, there  are  three  important  increases.  First,  we  want  to 
enhance,  we  want  to  build  up  our  global  network,  and  we  are  ask- 
ing for  $11.3  million  and  16  new  positions. 

Secondly,  in  the  area  of  sectorial  focus  that  I  mentioned,  we  want 
to  give  special  attention  to  the  promotion  of  environmental  tech- 
nologies and  we  are  asking  for  $4. 1  million  for  that.  Third,  we  need 
to  improve  our  information  systems  and  we  are  asking  for  $.9  mil- 
lion for  that. 

I  can  go  into  the  reasons  for  each  of  these  requests,  but  let  me 
just  say,  Mr.  Chairman,  that  even  though  I  haven't  been  at  the 
Commerce  Department  too  long,  I  was  confirmed  in  November,  I 
have  had  a  long  history  in  international  economic  policy  in  three 
past  administrations  and  on  Wall  Street  for  13  or  14  years.  I  have 
lived  abroad.  I  worked  with  lots  of  American  companies.  I  followed 
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the  international  economic  trends,  and  I  can  say  that  in  my  25 
years  of  professional  experience,  there  has  never  been  a  time  when 
there  was  a  greater  need  to  really  focus  on  America's  international 
commercial  interests. 

On  the  one  hand,  we  have  some  extraordinary  opportunities  to 
exploit  foreign  markets.  I  think  American  companies  for  the  most 
part  are  turning  the  comer  in  terms  of  their  competitiveness.  But 
I  think  they  also  could  use  a  lot  of  Federal  assistance  in  selected 
areas. 

On  the  other  hand,  the  nature  of  the  competition  we  face  is  fero- 
cious. I  just  came  back  from  two  weeks  in  Asia.  And  my  awe  of  the 
opportunities  is  offset  by  the  witnessing  firsthand  of  the  competi- 
tion, not  just  from  Japan,  but  from  the  Europeans  and  from  other 
Asian  countries  like  Korea  and  Taiwan. 

TTie  upshot  of  this  is  that  we  have  a  tremendous  task  ahead  of 
us.  I  believe  that  the  Clinton  Administration  has  focused  very  prop- 
erly on  export  promotion  and  trade  facilitation,  and  I  think  that 
the  request  that  we  have  put  before  you,  parallels  precisely  the 
kinds  of  priorities  that  we  should  be  following.  Thank  you. 

[The  biographcal  sketch  and  prepared  statement  Mr.  Garten  fol- 
low:] 
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PREPARED  STATEMENT  BY  JEFFREY  E.  GARTEN 

UNDER  SECRETARY  FOR  INTERNATIONAL  TRADE 

DEPARTMENT  OF  COMMERCE 

Before  the  Subcommittee  on 

Commerce,  Justice,  State,  the  Judiciary  and  Related  Agencies 

Committee  on  Appropriations 

House  of  Representatives 

March  15,  1994 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  appreciate  the 

opportunity  to  appear  before  you  in  support  of  the  International 

Trade  Administration's  FY  1995  budget  request. 

Our  request  for  $262.5  million  and  2,496  positions  represents  an 
increase  of  $15.9  million  and  a  decrease  of  20  positions  relative 
-o  the  1994  appropriation.   The  package,  taken  as  a  whole, 
reflects  this  Administration's  strong  commitment  to  promote  U.S. 
international  trade  in  a  dynamic  global  economy.   I  would  like  to 
briefly  describe  how  ITA  is  supporting  America's  efforts  in 
international  trade  and  then  discuss  the  specifics  of  our  budget 
request. 

U.S.  LEADERSHIP  ROLE  IN  GLOBAL  COMMERCE 

ITA  will  aggressively  support  this  Administration's  efforts  to 
help  the  nation  "compete,  not  retreat"  abroad.   Our  efforts  are 
intended  to  promote  free  trade,  and  address  and  remedy  unfair 
trade  practices  by  foreign  countries.   President  Clinton  has 
stated:  "It  is  time  for  us  to  make  trade  a  priority  element  of 
American  security"  and  "to  take  on  the  hard  work  of  creating  a 
more  open  trading  system  that  enables  us  and  our  trading  partners 
to  prosper." 
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INTERNATIONAL  TRADE  OUTLOOK 

rhe  outlook  for  U.S.  business  in  international  trade  is  mixed. 
Unfortunately,  for  1994  our  outlook  is  that  the  merchandise  trade 
deficit  will  continue  to  grow.   Our  expectation  is  that  the  U.S. 
economy  will  outperform  the  economies  of  most  of  our  major 
trading  partners.   As  the  U.S.  economy  grows  out  of  recession, 
imports  will  outpace  exports  until  the  economies  of  Europe  and 
Japan  rebound.   On  the  positive  side,  U.S.  export  growth  should 
continue  to  be  buoyant  in  1994,  with  expanding  exports  to  Latin 
America  and  Asia.   In  addition,  exports  to  Canada,  the  largest 
U.S.  market,  should  pick  up  as  the  Canadian  economy  recovers. 
Exports  to  Mexico  should  increase  in  the  wake  of  NAFTA  passage, 
lower  Mexican  interest  rates,  and  greater  Mexican  government 
spending.   In  1994,  as  in  1993,  the  developing  countries  of  the 
world  show  the  most  promise  for  economic  growth,  and  the  most 
promise  for  U.S.  exports. 

STRATEGIC  GOALS 

We  have  undertaken  a  major  effort  to  direct  the  bulk  of  ITA's 
resources  toward  achieving  a  few  key,  strategic  croals  which 
position  us  to  respond  to  this  outlook  for  international  trade. 
We  have  decided  to  structure  our  operating  plans  in  a  way  which 
indicates  our  progress  in  meeting  these  overarching  goals. 
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-3- 
One  key  goal  is  for  us  to  take  a  leadership  role  in  implementing 
tiie  National  Export  Strategy  as  devised  by  the  Trade  Promotion 
Csordinating  Committee  (TPCC) .   In  so  doing,  we  have  already 
established  3  U.S.  Export  Assistance  Centers  in  the  cities  of 
Miami,  Baltimore,  and  Chicago,  with  a  fourth  ready  to  formally 
cpen  in  Los  Angeles  (Long  Beach)  next  month.   After  evaluating 
-he  progress  of  these  Centers,  we  hope  to  open  new  ones  next 
year.   We  have  strengthened  our  advocacy  support  by  establishing 
=  central  point  of  contact  where  businesses  involved  in  major, 
cig  ticket  global  competitions  could  voice  their  concerns, 
■florking  with  all  19  of  the  agencies  participating  on  the  TPCC,  we 
r.ave  started  developing  a  comprehensive  roster  of  all  federal 
trade  events.   We  also  have  begun  developing  Strategic  Commercial 
Plans  in  countries  with  significant  market  potential.   These 
Plans  represent  a  new  way  of  doing  business  in  that  they  are 
developed  by  all  members  of  the  country  team,  under  direction  of 
the  Ambassador. 

Second,  we  have  identified  Big  Emerging  Markets  in  which  we  want 
to  focus  our  limited  resources.   These  are  markets  such  as  China, 
India,  Indonesia,  Korea,  Poland,  Turkey,  South  Africa,  Mexico, 
Brazil,  and  Argentina  where  we  believe  the  potential  for  growth 
is  enormous. 

Third,  we  have  also  identified  Big  Emerging  Sectors  where  ITA 
support  and  assistance  can  have  an  impact.   We  have  identified  a 
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number  of  sectors,  including  environmental  technologies,  health 
care  technologies,  information  technologies,  transportation 
technologies,  energy  technologies,  and  financial  services. 

Trade  Policy  Development  must  now  gear  up  to  help  us  navigate 
through  a  post-NAFTA,  post-Uruguay  Round  world,  including 
implementation  of  these  agreements.   A  key  element  for  us  will  be 
playing  a  leadership  role  in  Uruguay  Round  implementing 
legislation  as  it  relates  to  AD/CVD  laws.   We  will  work  for  "fast 
track"  passage  in  the  Congress  of  GATT  Uruguay  Round  agreements 
and  subsequently  initiate  domestic  and  international 
implementation  of  the  GATT  provisions.   We  continue  to  work  to 
implement  the  objectives  of  the  North  American  Free  Trade 
Agreement  (NAFTA) .   In  particular,  we  will  operate  the  U.S. 
section  of  the  NAFTA  Secretariat,  which  handles  all  activities 
related  to  NAFTA  dispute  settlements.   We  also  have  been  leading 
outreach  efforts,  such  as  holding  seminars  and  distributing 
information,  to  ensure  exporters  can  take  full  advantage  of  the 
NAFTA  provisions. 

Clearly,  we  have  vital  issues  to  resolve  with  Japan,  the  partner 
with  whom  we  have  by  far  the  largest  bilateral  trade  deficit. 
These  will  require  follow-up  and  negotiation  support.   In 
addition,  we  will  continue  to  play  a  major  role  in  key  U.S. 
Government  commercial  relationships  with  such  countries  as  the 
Non-Russian  Republics  of  the  former  Soviet  Union,  and  China.   We 
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are  also  committed  to  addressing  new  issues  in  trade  policy  such 
as  trade  and  technology  integration,  trade  finance,  and  defense 
conversion. 

Finally,  Trade  Law  Enforcement  is  as  critical  as  ever  to  ensure 
the  trade  playing  field  is  as  level  as  possible.   We  will 
continue  to  enforce  existing  trade  agreements  and  U.S.  trade  laws 
-o    open  more  export  markets.   Further,  we  are  redoubling  our 
efforts  to  improve  and  streamline  the  investigations  and  reviews 
we  conduct  in  implementing  the  antidumping  and  countervailing 
duty  laws. 

EXPECTED  BENEFITS  FOR  THE  NATION 

Exports  create  millions  of  jobs  for  American  workers  and  have 
become  the  primary  "engine  of  growth"  for  the  economy.   The 
expansion  of  trade  stimulates  economic  growth  by  fostering  better 
paying  jobs,  higher  productivity,  and  a  higher  standard  of  living 
for  the  average  American.   One  out  of  six  manufacturing  jobs  is 
linked  to  exports  —  up  from  one  in  eight  only  a  few  years  ago. 
Moreover,  our  national  security  is  closely  bound  with  our 
economic  strength. 

BUDGET  DESIGN 

ITA's  budget  request  includes  a  carefully  integrated  set  of 
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programs  and  policies  aimed  at  improving  the  international  trade 
climate  for  American  business  and  industry.   We  intend  to  achieve 
this  by: 

working  to  create  an  international  trading  environment 
which  will  allow  U.S.  industry  maximum  access  to 
international  markets  for  its  goods  and  services 

—  increasing  the  level  of  American  business  involvement 
in  the  international  marketplace  by  working  in  close 
partnership  with  U.S.  companies  to  take  full  advantage 
of  export  and  investment  opportunities 

—  providing  effective  enforcement  of  U.S.  trade  laws 
against  unfairly  traded  imports. 

BUDGET  INCREASE  PROPOSALS 

This  budget  request  provides  the  necessary  resources  for  several 
new  initiatives  aimed  at  increasing  ITA's  ability  to  serve  the 
U.S.  business  community  and  improve  the  quality  of  the  services 
we  provide.   Specifically,  we  are  requesting  three  important 
increases: 

Enhanced  Global  Network  for  $11.3  million  and  12  FTE 
Environmental  Technologies  for  $4.1  million,  and 
Trade  Policy  Information  System  for  $0.9  million. 
These  increase  proposals  fall  into  two  of  the  Department's 
"policy  baskets"  of  program  initiatives.   The  Global  Network  and 
Trade  Policy  Information  System  increases  support  the 
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Department's  Export  Growth  cross-cutting  basket.   The  Environment 
request  falls  under  the  Department's  Civilian  Technology  basket. 

Our  requests  are  the  culmination  of  a  tremendous  amount  of 
interagency  efforts,  both  within  and  outside  the  Department.   The 
Global  Network  and  Environment  increases,  for  example,  are  direct 
outgrowths  of  our  work  with  the  TPCC.   For  our  Environment 
initiative,  we  have  worked  closely  with  Technology  Administration 
and  NOAA,  as  well  as  with  the  Department  of  Energy  and  EPA. 

Enhanced  Global  Network 

This  request  will  enable  us  to  improve  delivery  of  export 
promotion  services  domestically  and  abroad,  in  concert  with  the 
themes  enunciated  by  the  TPCC.   The  emphasis  of  the  enhancement 
will  be  on: 

targeting  of  critical  growth  markets  and  industries 

where  ITA  counseling,  assistance  and  analysis  can  have 

maximum  impact 
—   among  markets  slated  for  additional  resources  are 

Mexico,  China,  and  the  ASEAN  nations 

more  aggressive  advocacy  efforts 

increasing  U.S.  business'  awareness  of  sources  of,  and 

access  to,  trade  finance 

assisting  firms  in  converting  from  defense  production 

to  commercial  marketing. 
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Environmental  Technologies 

The  focus  of  this  initiative  will  be  to  develop  and  implement  a 
srrategic  international  marketing  program  to  increase  U.S. 
exports  of  environmental  technology.   Successful  implementation 
of  this  strategy  will  mean  more  jobs  at  home  while  we  promote  a 
cleaner  environment  around  the  globe.   Geographically,  we  see 
significant  opportunities  for  environmental  exports  in  Eastern 
Europe,  the  NIS,  Canada,  Mexico,  and  China. 

Most  significant  activities  will  include  seminars,  conferences 
and  trade  missions  in  partnership  with  appropriate  trade 
associations;  a  focus  on  Mexican  border  infrastructure 
development;  and  support  of  technical  demonstration  projects  to 
show,  directly,  the  marketability  overseas  of  U.S.  environmental 
control  technologies. 

Trade  Policy  Information  System 

Finally,  this  proposal  will  enable  us  to  effectively  and 

efficiently  migrate  from  a  mainframe-based  system  to  a  more 

flexible  and  rapid  PC-based  one.   This  is  the  system  we  use  to 

analyze  trade  data  critical  to  trade  negotiations  and  policy 

development. 

****** 

Exports  continue  to  play  an  essential  role  in  America's  quest  for 
prosperity  now  and  in  the  future.  Current  American  exporters  and 
potential  exporters,  particularly  small  and  medium-sized  firms. 
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find  themselves  in  a  rapidly  changing  global  economy  and  require 
a  strong  and  consistent  commitment  of  resources  to  aid  them  in 
reaching  their,  and  in  turn  our,  national  trade  goals  and 
objectives. 

Mr.  Chairman,  this  concludes  my  prepared  statement.   I  will  be 
pleased  to  answer  any  questions  you  or  the  subcommittee  members 
may  have. 
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Mr.  MORAN.  Thank  you,  Mr.  Garten.  Mr.  Rogers  is  the  Ranking 
Member  of  this  committee.  Would  you  like  to  begin  the  question- 
ing? 

EXPORT  ASSISTANCE  CENTERS 

Mr.  Rogers.  Thank  you,  Mr.  Chairman.  That  is  very  kind  of  you. 
Welcome  to  the  hearing.  I  thank  you  for  your  statement.  I  wanted 
to  ask  you  about  these  one-stop  export  centers  that  you  mentioned. 

As  I  understand  from  your  testimony,  these  centers  will  only 
service,  "export-ready  firms,"  Please  give  me  a  definition  for  an  "ex- 
port-ready firm." 

Mr.  Garten.  I  will  give  you  a  layman's  definition  first,  that  any 
firm  that  wants  to  export  is  export  ready.  But  more  precisely,  as 
you  can  imagine,  sir,  there  are  so  many  American  firms  for  us  to 
deal  with,  that,  at  least  in  the  first  instance,  we  need  to  focus  on 
those  that  we  think  we  can  get  results.  That  means  that  for  most 
of  these  Export  Assistance  Centers,  there  is  no  reason  to  focus  on 
the  Fortune  500,  because  for  the  most  part,  they  have  sJready  been 
exporting.  They  know  what  to  do,  they  know  how  to  get  financing 
and  they  have  the  overseas  contacts. 

By  the  same  token,  we  probably  don't  have  the  resources  to  deal 
with  firms  on  the  other  end  of  the  spectrum  who  have  never  been 
abroad,  have  never  exported  anything.  The  companies  that  we 
think  are  most  ripe  for  assistance,  where  we  can  register  sales  and 
where  we  can  generate  jobs,  are  those  that  have  had  at  least  some 
modicum  of  experience  selling  abroad. 

Export  ready  is  a  very,  in  my  view,  very  elastic  definition.  It  sim- 
ply means  that  companies  have  thought  about  it.  The  ideal  situa- 
tion is  that  they  have  exported  a  little  bit,  maybe  they  have  one 
foreign  market,  and  now  they  are  now  ready  to  go  global,  and  the 
Federal  government  can  assist  them.  But  having  said  that,  I  don't 
want  to  rule  out  providing  services  to  any  company  that  is  inter- 
ested. 

It  is  just  as  a  category  we  are  looking  for  where  we  can,  if  you 
can  excuse  the  expression,  get  the  most  bang  for  the  buck.  We,  of 
course,  are  not  alone  in  the  Export  Assistance  Centers.  It  is  not 
just  the  Commerce  Department.  It  is  the  Eximbank,  representa- 
tives from  OPIC,  and  also  the  Small  Business  Administration.  We 
want  to  expand,  and  in  doing  so  we  want  to  extend  our  services  to 
medium  and  small-sized  businesses.  That  is  a  major  objective.  The 
Small  Business  Administration  is  part  of  these  Export  Assistance 
Centers  and,  hopefully,  will  provide  greater  outreach  to  firms  that 
have  not  traditionally  exported. 

Mr.  Rogers.  So  would  you  then  be  closing  down  the  other  field 
offices? 

Mr.  Garten.  No,  we  will  not.  In  some  cases  we  may  consolidate 
the  Export  Assistance  Center  with  the  district  field  offices  in  terms 
of  facilities,  but  we  do  not  have  any  intention  of  closing  anything 
down. 

Mr.  Rogers.  And  I  believe  you  said  you  would  have  eventually 
eight  of  these  one-stop  shops? 

Mr.  Garten.  Well,  I  hesitate  to  say  how  many  we  will  eventually 
have,  but  we  are  establishing  four  initial  centers,  which  we  con- 
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sider  pilot  progi-ams.  As  I  mentioned,  this  should  be  done  within 
the  next  month  or  so. 

For  next  year,  we  are  thinking  about  identifying  another  ten  lo- 
cations. But  a  lot  of  this  will  depend  on  our  experience  with  the 
first  four.  We  are  not  trying  to  pepper  the  country  with  these  Ex- 
port Assistance  Centers  so  much  as  trying  to  figure  out  what  really 
works.  We  know  our  current  system  could  be  improved.  We  think 
these  Export  Assistance  Centers  will  be  a  major  upgrade  in  terms 
of  our  services. 

I  personally  opened  the  Miami  Export  Assistance  Center,  and 
from  what  I  saw,  it  is  quite  impressive  in  terms  of  all  of  the  agen- 
cies being  on  one  floor,  and  the  flow  of  information  within  the  of- 
fices. I  gather  already  that  the  number  of  contacts  that  are  being 
made  by  industry  coming  to  the  Export  Center  is  quite  impressive. 
In  terms  of  how  many  we  ultimately  set  up,  I  think  that  experience 
will  be  our  guide.  But  our  plan  now  is  for  ten  more. 

Mr.  Rogers.  Well,  suppose  I  am  an  export-ready  businessman  in 
the  southern  part  of  Illinois,  and  I  have  a  good  product  and  I  have 
maybe  dabbled  a  little  bit  in  exporting  a  time  or  two,  but  I  am  in- 
terested in  expanding  in  that  area.  What  would  I  do? 

Mr.  Garten.  Well,  I  will  give  you  one  scenario.  The  staff  of  the 
Export  Assistance  Center  in  Chicago,  which  has  just  been  set  up, 
but  let's  say  it  is  six  months  from  now,  should  have  gotten  a  tre- 
mendous amount  of  information  out  to  companies  all  over  Illinois 
to  announce  that  they  are  providing  this  service. 

If  you  are  a  medium-sized  company  and  you  are  interested  in  ex- 
porting, my  hope  is  that  you  would  pick  up  the  phone  and  call 
these  guys  and  say  now  what  can  you  do  for  me? 

Mr.  Rogers.  And  what  would  you  say  if  I  did  that? 

Mr.  Garten.  Then  I  would  invite  you  over  or  I  would  come  see 
you  and  I  would  talk  to  you  about  what  your  strategic  plan  is,  what 
is  your  product,  what  kinds  of  markets  are  you  interested  in.  And 
let's  just  say,  hjT)othetically,  you  say,  "Well,  I  make  a  pump  and 
I  think  that  the  price  is  highly  competitive  and  I  am  very  inter- 
ested, I  have  heard  a  lot  about  Asia.  I  hear  it  is  growing  very  fast. 
I  would  like  to  get  into  that  market." 

We  should  be  in  a  position  to  give  you  some  very  precise  informa- 
tion about  market  opportunities  in  several  Asian  countries.  And 
then  if  you  really  wanted  to  follow  up,  we  would  consider  you  for 
a  trade  mission,  which  we  do  periodically  to  take  companies  over 
there  to  look  for  partners  or  look  at  opportunities.  But  at  a  mini- 
mum, we  should  be  able  to  wire  you  into  a  constant  stream  of  infor- 
mation about  the  markets. 

Now,  if  you  wanted  to  exploit  the  markets,  if  you  wanted  to  do 
something  and  you  said,  "Well,  I  don't  have  the  money,"  we  should 
be  able  to  give  you  a  hand  in  getting  export  finance  assistance.  De- 
pending on  your  size,  that  may  come  from  the  Small  Business  Ad- 
ministration or  it  may  come  from  the  Export-Import  Bank.  And,  if 
you  are  in  a  high-tech  area  and  are  worried  about  export  controls, 
we  would  be  able  to  give  you  information  on  where  you  fit  into  that 
regime.  So  from  the  beginning  to  the  end,  if  our  system  works  as 
well  as  it  should,  we  should  be  able  to  assist  you.  The  one  thing 
we  can't  do,  I  should  emphasize,  is  make  you  competitive,  and  we 
can't  improve  the  quality  of  your  product. 
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Mr.  Rogers.  Well,  I  could  go  to  the  nearest  U.S.  Department  of 
Commerce  office  and  look  at  the  computer  daily  printout  and  see 
where  in  the  world  there  is  a  market  for  this  pump  that  I  am  mak- 
ing. Isn't  that  right? 

Mr.  Garten.  You  should  be  able  to  get  information  that  way, 
and,  frankly,  you  don't  have  to  go  to  the  Commerce  Department  to 
get  that.  You  probably  could  get  it  from  a  commercial  source.  But 
if  you  have  ever  seen  one  of  these  printouts,  if  you  are  in  a  busi- 
ness, you  are  not  going  to  rely  on  that  entirely.  You  don't  know 
whether  the  opportunity  is  shifting.  You  don't  know  the  political, 
legal  or  economic  environment  in  that  country.  You  don't  know 
what  other  firms  are  doing.  That  would  be  a  starting  point.  But  I 
think  it  certainly  would  not  be  a  substitute  for  a  team  of  people 
who  specialize  in  helping  you  to  get  your  product  abroad. 

Mr.  Rogers.  Well,  couldn't  you  put  a  lot  of  this  info  up  on  the 
information  superhighway  and  any  business  of  any  size  has  access 
to  the  network  out  there,  particularly  the  U.S.  Commerce  computer 
network.  Couldn't  you  do  a  lot  more  with  bang  for  the  buck  rather 
than  put  money  in  these  physical  centers  you  are  talking  about, 
and  to  upgrade  the  information  on  the  superhighway  so  that  I  can 
check  in  at  my  business  and  see  that  maybe  in  Cambodia  there 
may  be  a  market  for  my  pump  and  so — ^but  there  is  more  informa- 
tion on  that  screen  then  about  Cambodia  and  what  type  of  market 
it  is  and  what  kind  of  pumps  they  are  looking  for? 

I  mean  we  have  the  Foreign  Commercial  Service  over  there  in 
every  one  of  these  countries  seeking  out  these  leads  daily  and 
pumping  them  up  on  the  information  highway.  Couldn't  we  spend 
this  money  more  wisely  by  improving  the  information  highway 
than  to  put  these  physical  centers  in? 

Mr.  Garten.  Well,  I  think  we  are  not  asking  for  any  additional 
money  for  these  export  assistance  centers. 

Mr.  Rogers.  They  are  not  going  to  cost  anything? 

Mr.  Garten.  We  are  using  our  existing  budget.  We  are  re-allocat- 
ing, so  this  doesn't  represent  a  request  for  additional  funds.  I  think 
there  is  a  lot  in  what  you  say  and  I  would  hope  that  over  the  next 
10  years  or  the  next  five  years,  we  could  upgrade  significantly  the 
amount  and  quality  of  information  and  services  that  can  be  pro- 
vided by  computers.  But  I  can  tell  you  that  we  are  not  near  that 
now. 

As  far  as  I  know,  the  national  information  infrastructure  is  not 
going  to  be  in  place  tomorrow.  If  you  are  a  small-  or  medium-sized 
firm  the  urgency  to  export  is  great  and  you  don't  want  to  miss 
those  opportunities  right  now.  I  think  it  would  be  a  misreading  of 
how  information  is  gathered  and  decisions  are  made  to  think  that 
computer  information  would  substitute  for  the  human  element. 

Mr.  Rogers.  I  don't  mean  to  suggest  that— but  I  suggest  to  you 
that  it  could  take  a  lot  more  businesses  a  lot  further  down  the  pipe 
before  we  have  to  come  to  you  for  a  personal  assistance,  Exim  con- 
tact, SBA,  etc.  I  am  not  saying  the  centers  are  bad.  I  am  just  say- 
ing that  I  think  we  could  serve  a  lot  more  people,  particularly,  the 
small-  and  medium-sized  maybe  non-export-ready  companies,  rath- 
er than  helping  a  few  hundred  companies  that  will  be  served  by 
these  centers. 
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Anyway,  it  is  argumentative,  but  it  is  an  interesting  concept  you 
have.  I  just  hope  we  don't  forget  these  small  and  medium-sized 
businesses  that  wind  up  being  big  exporters  just  by  happenstance. 

Mr.  Garten.  Well,  I  can  assure  you  that  we  are  attempting  to 
focus  our  efforts  on  small  and  medium-sized  businesses.  And  I  take 
very  seriously  what  you  say  about  making  better  use  of  information 
technology. 

ROLE  OF  COMPUTERS 

Mr.  Rogers.  I  know  in  my  district,  forgive  the  personal  reference 
here,  but  we  are  building  this  rural  development  center,  which  will 
serve  about  a  third  of  the  State  of  Kentucky.  We  are  going  to  link 
all  of  the  40  counties  or  so  together  into  that  center  by  computer 
and  by  two-way  interactive  telecommunications.  And  one  of  the  fac- 
ets of  that  center  will  be  to  link  up  with  the  U.S.  Commerce's  com- 
puter, and  also  U.S.  Agriculture's  computers,  and  thereby  all  of  the 
embassies  in  the  world.  So  a  business  in  one  of  my  communities 
can  immediately  go  to  a  location  and  link  up  with  any  embassy  in 
the  world  looking  for  products  and  services  to  export. 

We  have  got  the  U.S.  Commerce's  system,  CIMS,  which  sup- 
posedly provides  that  information  for  the  whole  country.  Are  you 
taking  full  advantage  of  CIMS  and  working  with  the  folks  in-coun- 
try every  day? 

Mr.  Garten.  Well,  we  are  certainly  doing  our  best  on  that.  I  am 
told  that  CIMS  is  in  all  the  offices. 

Mr.  Rogers.  Well,  I  will  have  more  questions.  Mr.  Chairman, 
thanks  for  letting  me  go  first. 

Mr.  Moran.  Thank  you,  Mr.  Rogers.  I  am  very  much  interested 
in  the  line  of  questioning  and  I  was  just  being  filled  in  on  what 
some  of  the  responses  were,  but  I  think  that  most  of  the  Members 
of  Congress  are  interested  in  what  Mr.  Rogers  is  interested  in,  the 
facilitation  of  opportunities  for  people  in  our  district  to  trade  over- 
seas and  also  for  the  people  in  our  district  to  get  the  benefits  of 
products  that  might  be  manufactured  overseas. 

LOCALIZED  assistance 

An  example,  I  spent  much  of  Saturday,  when  I  wasn't  marching 
in  the  St.  Patrick's  Day  parade,  which  was  pretty  much  downtime, 
with  a  group  of  Asian  Americans,  people  from  Korea,  Cambodia, 
several  from  Vietnam,  China.  And  interestingly  enough,  they  all 
are  cooperating  beautifully,  because  they  all  have  a  similar  objec- 
tive. They  wanted  to  know  how  they  can  make  contacts  with  the 
country  of  origin  to  set  up  trade  relationships.  And  it  does  seem 
that  particularly  in  some  of  these  districts  where  you  have  a  great 
deal  of  ethnic  diversity  and  people  with  real  understanding  and  ap- 
preciation, knowledge  of  the  culture,  that  this  is  a  real  asset  for  us, 
a  real  resource  to  develop  these  kinds  of  trade  relationships. 

All  of  them  want  to  continue  living  here,  but  they  would  like  to 
help  develop  the  process  and  progress  of  democracy  in  their  own 
country  and  develop,  of  course,  their  free  enterprise  system.  Now, 
how  do  you  go  about  assisting  a  group  like  that? 

For  example,  do  you  have  people  who  can  come  and  talk  to  a 
group  of  maybe  50  or  60  people  who  are  interested  in  setting  up 
ties  on  generally  what  steps  they  need  to  take  to  make  those  con- 
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tacts  without  overstepping  their  bounds  in  terms  of  export  adminis- 
tration parameters  that  the  governments  have  set  up?  And  then  is 
there  an  ability  to  deal  with  them  on  an  individual  basis,  giving 
them  references  and  so  on?  You  can  address  that? 

Mr.  Garten.  Sure.  Any  group,  whether  it  is  an  ethnically  distinct 
group  or  maybe  it  is  a  group  of  companies,  that  wanted  some  as- 
sistance in  figuring  out  what  to  do  in  terms  of  exporting,  we  would 
be  delighted  to  send  one  or  two  or  a  team  of  people  to  talk  to  them. 
And  we  could  do  that  either  from  Washington  or  through  the  dis- 
trict U.S.  and  FCS  offices,  which  are  really  set  up  to  do  that  kind 
of  thing. 

If  it  is  the  kind  of  group  that  you  are  talking  about,  let's  just  say 
hypothetically,  that  it  is  a  Thai  group,  I  think  we  could  do  some- 
thing quite  interesting.  We  have  the  resources  in  the  Commerce 
Department.  Not  only  could  we  explain  to  them  how  to  set  up  trade 
links,  but  we  could  give  them  a  lot  of  information  about  Thailand 
itself,  so  there  is  sort  of  a  functional  part  and  there  is  a  geographi- 
cal part,  and  that  is  in  the  International  Trade  Administration;  we 
have  both. 

When  it  comes  to  individuals,  I  want  to  be  straight  with  you, 
that  is  a  little  different  just  in  terms  of  stretching  our  resources. 
Of  course,  if  you  said  that  there  is  somebody  in  a  company  who 
represents  a  certain  set  of  interests  and  the  person  would  like  a 
briefing,  of  course,  we  would  be  delighted  to  do  that.  But  we  see 
ourselves  as  more  of  a  wholesaler  generally.  That  is  simply  a  func- 
tion of  the  limits  on  our  resources. 

I  would  say,  as  we  look  further  down  the  road  with  the  pressures 
on  the  budgets,  that  we  have  to  figure  out  how  to  be  a  wholesaler 
much  more  effectively.  One  of  the  implications  of  this  role,  in  my 
view,  is  that  we  have  to  figure  out  a  way  to  work  much  more  close- 
ly with  State  and  local  export  promotion  facilities.  Because  in  vir- 
tually every  State  there  are  now  counterparts  to  what  we  are  try- 
ing to  do. 

In  many  of  these  States,  these  operations  are  quite  innovative 
and  they  are  definitely  closer  to  a  lot  of  the  companies  in  their  lo- 
calities. One  of  our  strategic  goals  is  to  be  able  to  wholesale  our 
knowledge  and  services,  and  relate  more  closely  to  the  State  and 
the  municipal  entities  that  are  also  focusing  on  trade  through  these 
export  assistance  centers.  Not  to  dwell  on  that  because  that  is  cer- 
tainly not  the  major  part  of  our  focus,  but  we  are  trying  to  colocate 
these  Export  Assistance  Centers  with  the  State  and  local  facilities 
so  that  this  kind  of  coordination  that  I  am  talking  about  comes 
closer  to  reality  than  it  is  now. 

Mr.  MORAN.  Well,  good,  that  is  all  laudatory.  I  just  hope  it 
works.  Because  you  are  really  in  the  infancy  stage  of  doing  that. 

TRADE  PROMOTION  COORDINATION  COMMITTEE 

Tell  us  a  little  about  the  Trade  Promotion  Coordinating  Commit- 
tee. Are  you  implementing  the  recommendations  that  were  con- 
tained in  its  first  report  last  fall?  We  are  going  to  create  these  mini 
trade  promotion  coordinating  committees  and  embassies. 

There  is  some  question  as  to  what  role  the  U.S.  and  Foreign 
Commercial  Service  plays.  Tell  us  a  little  about  the  TPCC. 
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Mr.  Garten.  As  you  know,  the  President  announced  a  national 
export  strategy  last  September,  and  released  a  report  which  was 
put  together  under  the  direction  of  Secretary  Brown.  I  inclukded  65 
specific  recommendations.  Those  recommendations  are  being  imple- 
mented by  the  TPCC,  an  interagency  committee  consisting  of  18 
agencies.  Although  it  has  only  been  six  months,  but  I  think  we 
have  made  some  significant  progress. 

First  of  all,  we  have  gone  a  reasonable  way  in  the  area  of  trade 
finance.  One  of  the  great  obstacles  to  American  exporters  is  that 
the  trade  finance  facilities  of  Germany,  England,  France,  Japan, 
you  name  it,  are  really  much  more  extensive  than  what  we  have 
been  able  to  provide,  and  particularly  in  certain  areas  where  for- 
eign governments  subsidize  their  financing.  So  in  this  budget,  the 
President  has  asked  for  $150  million  as  a  kind  of  a  war  chest  to 
meet  some  of  the  subsidized  competition  in  key  markets. 

Secondly,  a  number  of  the  recommendations  of  the  National  Ex- 
port Strategy  revolved  around  the  notion  of  government  advocacy. 
This  is  government  support  of  American  firms  abroad  as  they  seek 
contracts.  Every  other  government  in  the  world  does  this  as  a  mat- 
ter of  routine. 

Over  the  years,  U.S.  Government  has  done  it  sometimes  and 
sometimes  it  hasn't.  It  has  been  an  episodic  effort.  We  are  really 
focusing  intensely  on  working  with  American  firms  and  leaning  on 
foreign  governments  to  ensure  that  at  least  there  is  some  kind  of 
a  level  playing  field.  And  a  lot  of  the  recommendations  revolve 
around  that. 

Third,  by  legislation,  we  were  mandated  in  the  National  Export 
Strategy  to  come  up  with  a  focus  on  countries  and  sectors.  We  are 
developing  country  marketing  plans  for  all  the  major  markets,  but 
as  I  said  in  my  opening  remarks,  we  have  singled  out  ten  of  these 
for  very  special  and  accelerated  treatment.  And  we  are  moving  on 
that.  We  have  developed  export  promotion  strategies  for  particular 
markets  and  are  making  sure  that  all  of  our  programs  are  coordi- 
nated so  that  whatever  gaps  that  exist  are  filled. 

When  it  comes  to  sectors,  we  are  treading  very  carefully.  There 
is  no  appetite  at  all  for  anything  like  an  industrial  policy,  but  we 
do  need  some  kind  of  focus.  One  of  the  areas  of  focus,  for  example, 
is  environmental  technologies.  We  have  asked  for  some  money  for 
that.  But  we  are  looking  at  a  series  of  other  sectors,  too.  Actually 
not  sectors,  they  are  clusters  of  industries  that  you  might  call  sec- 
tors. When  all  is  said  and  done,  it  covers  a  good  portion  of  the 
American  economy. 

The  National  Export  Strategy  did  talk  about  export  controls,  par- 
ticularly making  sure  that  those  controls  that  are  not  essential  for 
national  security  are  liberalized  for  our  commercial  interest.  The 
Administration  has  made  significant  progress  in  that  area,  too.  I 
think  it  is  fair  to  say  that  we  have  systematically  begun  to  imple- 
ment many  of  these  recommendations.  We  have  even  begun  to 
come  up  with  what  is  a  very,  very  difficult  task,  which  is  to  provide 
a  unified  export  promotion  budget,  looking  across  the  government 
at  how  money  is  spent  and  asking  the  tough  questions.  Is  the  way 
the  money  is  being  spent  the  right  way? 

I  don't  have  to  tell  you  this  is  the  easy  part — putting  together 
that  picture.  Attempting  to  move  the  funds — that  will  be  much 
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more  difficult.  But  we  have  taken  the  first  step  in  just  putting  to- 
gether the  analysis.  I  would  not  tell  you  that  we  are  100  percent 
or  anything  close  to  that  in  terms  of  implementing  these  rec- 
ommendations. In  fact,  we  have  just  started.  It  has  been  six 
months. 

In  my  view,  the  United  States  has  not  had  an  export  mentality. 
In  order  to  change  that,  we  are  going  to  have  to  work  very  hard 
over  a  period  of  years  to  make  exporting  a  major  activity.  I  think 
we  are  being  helped  a  lot  by  a  President  who  is  talking  about  ex- 
ports all  the  time,  and  an  Administration  that  has  placed  exporting 
in  the  center  of  its  domestic  economic  policy.  But  this  is  very  com- 
plicated and  anyone  who  feels  that  somehow  they  are  going  to  see 
immediate  results  from  Government  efforts  after  so  many  years  of 
conflicting  policies,  is  not  being  realistic. 

DEFENSE  CONVERSION 

Mr.  MoRAN.  You  asked  for  a  little  more  money  for  defense  con- 
version. Have  you  done  anything  in  the  way  of  defense  conversion, 
helping  firms  expand  their  export  efibrts  to  make  up  for  losses  in 
defense  contracts? 

Mr.  Garten.  I  will  tell  you  our  part  in  this.  This  is  a  much  big- 
ger issue,  obviously,  but  the  money  that  we  are  asking  for  is  to 
help  the  U.S.  and  FCS  in  the  district  offices  to  implement  Adminis- 
tration plans  for  defense  conversion.  We,  ourselves,  are  not  in- 
volved in  the  policy.  And  I  would  like  to  get  back  to  you  on  exactly 
what  concrete  accomplishments  the  Administration  may  have. 

Mr.  MoRAN.  That  might  be  useful  if  you  want  an  increase  in  the 
money  within  the  budget.  Mr.  MoUohan.  Mr.  Rogers  has  asked 
some  questions.  That  is  nice  of  you  to  show  that  deference. 

Mr.  Mollohan.  Let  me  follow  up  just  a  little  bit.  Perhaps  it  will 
be  going  over  the  same  ground,  but  with  regard  to  your  coordina- 
tion efforts  on  to  export  assistance,  I  understand  you  have  a  lead 
responsibility  for  this  in  the  Federal  government  in  coordinating 
activities  with  such  groups  as  the  U.S.  Foreign  and  Commercial 
Service,  the  Small  Business  Administration,  Eximbank,  and  the 
Department  of  Agriculture  and  others.  Am  I  correct  in  saying  that 
you  are  involved  in  trying  to  coordinate  these  efforts  with  regard 
to  exports? 

And  how  is  that  going?  What  difficulties  bumps  have  you  experi- 
encing along  the  way? 

Mr.  Garten.  I  think  your  premise  is  right.  The  Commerce  De- 
partment, is  the  Administration's  coordinator  for  export  promotion. 
To  this  end,  the  President  created  the  Trade  Promotion  Coordinat- 
ing Committee,  which  Secretary  Brown  chairs  at  the  Cabinet  level 
and  I  chair  at  the  sub-cabinet  level. 

Mr.  Mollohan.  And  you  have  the  responsibility  for  actually  fa- 
cilitating this  activity? 

UNIFIED  EXPORT  BUDGET 

Mr.  Garten.  Yes.  Let  me  characterize  it  this  way.  I  think  we 
made  a  lot  of  progress  in  the  last  six  months  since  we  started.  I 
think  the  main  areas  of  progress  have  been  in  trade  finance,  export 
controls,  government  support  of  American  bids  abroad,  and  in  de- 
veloping a  strategic  focus  on  certain  countries'  Big  Emerging  Mar- 
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kets,  and  lately  on  major  sectors.  We  have  a  few  areas  where  we 
need  to  make  a  lot  more  progress  a  lot  faster.  One  of  these  is  in 
what  I  call  the  unified  export  budget. 

A  lot  of  money  spent  in  the  Federal  government  for  export  pro- 
motion is  aimed  at  many  targets.  It  comes  through  different  pro- 
grams and  different  channels  and  for  different  purposes.  I  think 
that  given  the  pressure  on  our  budgets,  we  need  to  streamline  the 
process  by  looking  at  it  and  trying  to  rationalize  and  prioritize  it. 
That  is  an  area  where  we  need  to  make  a  lot  more  progress. 

Mr.  MOLLOHAN.  What  is  a  unified  export  budget? 

Mr.  Garten.  A  unified  export  budget  would  enable  me  to  say  to 
you,  here  is  a  crosscut  of  the  Federal  budget  when  it  comes  to  ex- 
port promotion. 

Mr.  MOLLOHAN.  When  you  say  unified,  what  do  you  mean  by 
that?  How  would  it  be  unified? 

Mr.  Garten.  Unified  in  the  sense  that  the  Trade  Promotion  Co- 
ordinating Committee,  the  National  Security  Council,  or  even  the 
Cabinet,  could  look  at  the  budget  and  say  where  we  should  go  with 
export  promotion,  where  we  would  like  to  move  money  from, 
whether  we  think  that  money  spent  for  purpose  X  has  out  lasted 
its  usefulness  so  we  should  move  it  to  purpose  Y.  And  so  we  need 
the  anal3rtical  tools  to  do  that. 

Mr.  MOLLOHAN.  So  you  would  be  trjdng  to  assess  duplication  of 
efforts. 

Mr.  Garten.  Yes,  and  effectiveness. 

Mr.  MOLLOHAN.  Of  initiatives  that  were  maybe  dated  and  trying 
to  focus  resources  to  emerging  challenges? 

Mr.  Garten.  Exactly. 

Mr.  MOLLOHAN.  So  you  are  talking  about  an  entity  that  would 
have  the  authority  to  do  that?  Wouldn't  0MB  have  the  authority 
to  do  that? 

Mr.  Garten.  Well,  it  could  be  0MB.  It  is  just  that  crosscut 
doesn't  exist  right  now.  The  first  stage,  as  you  can  imagine,  is  just 
to  ferret  out  where  all  this  money  is  spent,  program-by-program. 

Mr.  MOLLOHAN.  And  you  are  undertaking  that? 

Mr.  Garten.  Yes,  we  are. 

Mr.  MOLLOHAN.  Have  you  done  that  analysis  already? 

Mr.  Garten.  Well,  we  have  in  the  1995  budget.  There  is  a  pre- 
liminary picture  of  how  money  is  being  spent. 

Mr.  MOLLOHAN.  What  does  that  mean? 

Mr.  Garten.  In  the  budget  that  the  President  proposed. 

Mr.  MOLLOHAN.  How  is  that  picture  manifesting  itself? 

Mr.  Neuschatz.  The  appendix  to  the  1995  budget  displays  that. 

Mr.  MOLLOHAN.  That  does  the  cross-references? 

Mr.  Neuschatz.  Yes,  sir. 

Mr.  MOLLOHAN.  And  have  you  acted  on  that  with  any  rec- 
ommendations? 

Mr.  Garten.  No,  we  haven't  yet. 

Mr.  MOLLOHAN.  It  is  simply  a  statement  of  where  these  dollars 
are  spent? 

Mr.  Garten.  It  is  a  picture,  because  the  next  step,  the  tougher 
one,  is  to  have  the  courage  to  say  you  should  move  from  X  to  Y. 

Mr.  MOLLOHAN.  Which  you  have,  that  is  why  you  have  been 
given  this  job. 
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Mr.  Garten.  Even  before  that,  you  have  to  assess.  I  don't  want 
to  name  any  agencies,  but  let's  talk  about  agency  X. 

Mr.  MOLLOHAN.  I  am  going  to  ask  you  to  name  some.  No,  really. 

Mr.  Garten.  Okay.  Then  I  will  name  them  all.  Agency  X  spends 
$500  on  a  program  and  the  question  is,  what  is  that  program 
worth?  Agency  X  says,  look,  there  is  a  lot  more  than  exporting  in 
this.  We  have  got  relationships  with  customers,  this  buys  us  a  lot 
more.  But  from  the  trade  and  the  export  promotion  standpoint, 
somebody  has  got  to  say  that  is  fine,  but  that  money  spent  by  agen- 
cy Y  will  generate  5,000  jobs.  Then  it  is  up  to  the  Administration, 
and  0MB  is  the  logical  place  as  far  as  I  am  concerned,  in  its  rec- 
ommendation to  the  Congress,  to  say  that  we  want  to  expand  the 
budget  of  agency  Y  and  we  are  taking  it  from  agency  X,  and  here 
is  why. 

Mr.  MOLLOHAN.  Are  you  developing  that  criteria  that  will  make 
those  discriminations? 

Mr.  Garten.  We  are. 

Mr.  MOLLOHAN.  Is  it  developed? 

Mr.  Garten.  No. 

Mr.  MOLLOHAN.  How  far  along  are  you  in  developing  that? 

Mr.  Garten.  Not  too  far. 

Mr.  MOLLOHAN.  And  who  is  doing  that?  Is  that  your  responsibil- 
ity? 

Mr.  Garten.  Ultimately  it  will  be  Secretary  Brown's  responsibil- 
ity, and  I  will  play  a  major  role. 

Mr.  MOLLOHAN.  Well,  I  understand,  but  at  the  operative  level, 
are  you  being  given  responsibility  for  coming  up  with  that  criteria? 

Mr.  Garten.  I  will,  right. 

coordination  with  other  agencies 

Mr.  MoLLOHAN.  Okay.  What  agencies  are  particularly  coopera- 
tive in  this  process?  That  is  a  fair  question. 

Mr.  Garten.  It  is  a  fair  question. 

Mr.  Neuschatz.  It  is  the  answer  that  is  troubling. 

Mr.  Garten.  It  is  a  fair  question.  I  am  just  mulling  the  answer. 
We  haven't  gotten  to  the  stage  where  we  have  asked  agencies  to 
transfer  significant  amounts  of  funds  to  other  agencies.  We  have 
had  some  experience  in  asking  some  to  transfer  small  amounts  for 
purposes  that  we  have  already  agreed  upon  by  the  Cabinet.  I  will 
give  you  an  example.  We  do  feasibility  studies  abroad. 

Let's  say  that  you  are  a  foreign  government,  you  are  going  to 
have  a  telecommunications  project.  You  are  not  sure  how  it  should 
work.  You  need  some  money  for  a  feasibility  study.  If  you  go  to  our 
agency,  called  Trade  Development  Agency,  and  they  do  the  feasibil- 
ity study,  odds  are  that  an  American  firm  will  get  the  contract,  be- 
cause the  feasibility  study  would  be  done  in  such  a  way  that  speci- 
fications and  everything  would  be  geared  towards  American  firms. 

You  go  to  a  Japanese  company,  the  thing  will  be  Japanese.  So 
these  feasibility  studies  are  very  important.  We  have  one  agency  in 
the  government  that  specializes  in  that,  but  we  have  a  lot  of  agen- 
cies that  do  it. 

The  National  Export  Strategy  recommended  that  all  feasibility 
studies  be  concentrated,  be  transferred  so  there  is  one  agency  that 
does  it.  This  has  not  been  easy  to  do,  even  with  the  imprimatur  of 
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the  Administration  to  do  it.  I  think  we  will  succeed,  but  the  fact 
is  that  as  Under  Secretary  I  am  not  sure  that  I  can  make  that  hap- 
pen, I  think  that  we  are  talking — at  least  in  the  initial  stages — 
about  a  level  of  persuasion  that  will  require  Cabinet  level  action. 

I  only  mention  that  as  an  indication  that  if  your  inference  is,  is 
this  going  to  be  tough?  Yes. 

Mr.  MOLLOHAN.  Actually,  I  guess  I  assume  it  is  going  to  be 
tough. 

Mr.  Garten.  It  is  going  to  be  very  tough. 

Mr.  MoLLOHAN.  That  is  intuitive  actually.  But  my  question  is 
whether  or  not  you  are  going  to  get  it  done.  We  are  working  on  the 
discretionary  part  of  the  appropriations  process,  and  we  are  dealing 
with  scarcer  and  scarcer  resources.  When  the  pie  gets  smaller,  the 
demand  gets  greater.  And  so  if  you  are  involved  in  a  process  where 
you  start  with  a  premise  that  efficiencies  can  be  brought  to  bear 
here  and  we  will  receive  policy  benefits  due  to  a  coordination  of  ef- 
forts, then  this  is  something  we  should  know  about — sooner  rather 
than  later  so  that  we  can.  Perhaps  help  through  the  appropriations 
process.  We  are  very  interested  in  coordinating  activities  between 
agencies  and  are  very  appreciative  of  the  Vice  President's  efforts  in 
this  regard.  I  think  it  is  fair  to  say  that  we  take  them  as  seriously 
as  the  Executive  Branch  does,  ^^en  do  you  think  you  would  be 
completed  with  your  analysis  in  order  to  make  recommendations? 
Evidently  not  for  fiscal  year  1995.  Certainly  for  1996? 

Mr.  Garten.  My  hope  is  that  we  will  be  in  a  position  to  make 
it  for  the  next  go  round. 

Mr.  MoLLOHAN.  Is  that  a  real  goal? 

Mr.  Garten.  Oh,  yes,  that  is  a  goal.  That  is  definitely  a  goal. 
Now,  I  don't  believe  this  will  be  done  in  one  swoop,  but  I  know  it 
is  a  goal  that  for  the  next  budget,  the  Administration  will  make 
some  significant  recommendations  in  terms  of  budget  reallocations 
for  export  promotion. 

relationship  with  the  private  sector 

Mr.  Mollohan.  Okay,  great.  There  is  considerable  discussion 
about  increasing  the  Grovernment's  interaction  with  the  private  sec- 
tor in  regards  to  trade  promotion.  ITA  has  a  lot  of  that  responsibil- 
ity, too.  What  are  you  doing  to  create  these  new  relationships  with 
the  private  sector  and  how  is  that  going? 

Mr.  Garten.  As  a  general  matter  the.  Administration  is  working 
much  more  closely  with  the  private  sector  across  the  board.  I  think 
one  of  the  great  examples  is  in  the  technology  area  where  there  is 
an  increasing  number  of  Federal-private  partnerships.  When  it 
comes  to  export  promotion,  we  look  at  this  in  several  ways.  One  is, 
we  have  gone  to  tremendous  lengths  to  work  with  the  private  sec- 
tor in  developing  the  National  Export  Strategy.  Those  rec- 
ommendations that  were  made  last  September  were  based  on  lit- 
erally thousands  of  interviews  with  people  from  all  over  the  private 
sector. 

Secondly,  in  the  area  of  advocacy,  I  think  we  have  broken  new 
ground  in  terms  of  the  extent  to  which  government  officials  have 
gone  to  bat  for  American  firms  abroad.  Just  to  take  an  anecdotal 
example,    certainly    Secretary    Brown    has    done    a    tremendous 
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amount  of  this  and  with  very,  very  big  ticket  items.  Several  of  the 
other  members  of  the  Cabinet  have,  too.  But  it  goes  beyond  that. 

As  I  mentioned,  I  just  spent  two  weeks  in  Asia,  and  I  had  a  list 
of  $12  billion  worth  of  projects  that  American  firms  were  bidding 
on.  In  every  one  of  these  cases  I  met  with  the  firms  before  I  trav- 
eled to  these  countries  and  I  spent  time  with  the  foreign  govern- 
ments lobbying  on  behalf  of  these  firms. 

I  came  back  and  sent  letters  to  the  foreign  governments  so  that 
the  U.S.  and  Foreign  Commercial  Service,  which  works  for  me, 
would  intervene.  So  on  a  very  tangible  level,  we  are  pushing  ex- 
ports and  sales  on  behsdf  of  American  firms.  We  are  in  the  process 
of  developing  an  even  broader  program  of  sharing  information.  We 
are  going  to  do  this  not  only  through  the  Export  Assistance  Centers 
that  I  mentioned,  but  through  the  district  offices  of  the  U.S.  and 
Foreign  Commercial  Service  as  well.  I  think  that  in  a  huge  country, 
with  a  huge  number  of  firms,  success  begets  success.  As  more  and 
more  people  and  more  and  more  companies  realize  that  there  is 
such  a  thing  as  a  National  Export  Strategy  exists,  the  requests  for 
information,  and  explanations  will  rise  exponentially. 

And  we  are  doing  our  best  to  keep  up  with  that,  but  I  am  hoping 
that  when  we  look  back  a  couple  of  years  from  now  we  will  see  a 
very  dramatic  change  in  the  relationship  between  the  public  and 
private  sector  when  it  comes  to  exporting. 

INTRA-AGENCY  COORDINATION 

Mr.  MOLLOHAN.  I  believe  Mr.  Moran  was  talking  a  little  bit 
about  export  strategies  and  your  focus  on  emerging  market  and 
emerging  sectors,  I  guess  that  is  referring  to  your  BEMs  and  BESs 
approach.  Is  that  a  change  in  the  way  your  International  Economic 
Policy  Office  and  your  Trade  Development  Offices  are  interrelat- 
ing? 

Mr.  Garten.  This,  in  my  view,  is  a  very,  very  important  focus. 
We  say  Big  Emerging  Markets  to  signify  that  American  economic 
interests  are  not  just  with  the  traditional  trading  partners,  Europe 
and  Japan,  but  that  the  world  is  changing  very  rapidly  and  that 
the  Chinas,  Indonesias  and  Mexicos  of  the  world  are,  if  you  want 
to  look  at  it  just  in  commercial  terms,  where  the  major  growth  is 
going  to  occur. 

It  will  not  occur  in  the  industrialized  world,  and  these  are  the 
markets  that  are  particularly  ripe  for  American  firms.  If  you  look 
at  what  these  countries  need,  it  is  precisely  what  we  can  supply. 
It  is  telecommunications,  it  is  transportation,  it  is  health  care  serv- 
ices, it  is  medical  equipment,  it  is  financial  services.  And  so  it 
makes  a  lot  of  sense  to  have  this  future  orientation  and  for  man- 
ageability, we  talk  about  big  emerging  markets  and  we  are  talking 
about  ten  now.  There  may  be  more  in  the  future,  that  is  not  so  sig- 
nificant, but  that  theme  is  running  throughout  the  International 
Trade  Administration  now  and  it  is  a  mechanism  also  to  have  a  co- 
ordinated focus  and  a  coordinated  policy. 

Likewise,  in  the  Big  Emerging  Sectors,  we  cover  a  lot  of  sectors 
and  we  are  not  going  to  drop  our  focus  on  any  of  the  traditional 
ones.  But  as  a  matter  of  something  new,  we  really  want  to  focus 
on  the  future.  In  my  view,  looking  at  it  from  the  private  sector, 
where  I  have  been  for  a  long  time,  the  Commerce  Department  was 
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heavily  identified  with  industries  that  were  having  problems.  And 
if  the  industries  were  having  problems,  we  should  be  working  on 
their  behalf,  but  there  is  a  whole  other  set  that  includes  industries 
of  the  future  where  there  is  unrestrained  growth  and  exploiting  for- 
eign opportunities.  That  is  why  we  call  them  Big  Emerging  Sectors. 
That,  too,  is  a  theme  and  it  is  this  matrix,  Big  Emerging  Markets 
and  Big  Emerging  Sectors,  that  is  a  very,  important  way  of  looking 
at  export  promotion. 

It  isn't  the  whole  thing,  but  it  is  a  good  starting  point.  In  ITA 
there  are  close  to  2,500  people.  It  is  very,  very  important  that  we 
be  on  the  same  wavelength.  Also,  it  is  not  just  ITA.  I  believe  that 
the  Administration  is  in  concurrence.  We  didn't  just  pull  this  Big 
Emerging  Markets  out  of  the  air.  We  have  presented  it  all  over  the 
Administration  and  have  gotten  tremendous  support.  I  think  as  a 
matter  of  trade  policy  and  commercial  policy,  you  will  hear  a  lot 
more  about  this  in  the  next  couple  years. 

Mr.  MOLLOHAN.  It  is  different  in  the  sense  that  it  is  more  strate- 
gic in  nature? 

Mr.  Garten.  It  is  strategic,  it  is  future-oriented,  and  it  is  real. 
I  mean  it  is  not 

EMERGING  MARKETS  AND  SECTORS 

Mr.  MOLLOHAN.  It  is  today  and  tomorrow. 

You  mentioned  some  of  the  markets.  And  likewise,  I  guess  you 
have  a  list  for  the  sectors,  too.  What  are  the  top  three  on  your  list 
of  however  many?  Or  just  examples, 

Mr.  Garten.  Let  me  give  you  a  couple  of  examples. 

Mr.  MOLLOHAN.  Give  me  your  list  of  the  ones  you  think  have  the 
greatest  potential  that  you  are  working  on. 

Mr.  Garten.  Okay.  There  are  ten.  Of  the  ten,  if  I  had  to  pick, 
I  would  say  four  in  Asia  and  three  in  Latin  America  represent  the 
greatest  opportunities.  Korea,  South 

Mr.  MOLLOHAN.  Those  are  markets,  as  I  understand  it.  I  was 
talking  about  the  sectors. 

Mr.  Garten.  Oh,  the  sectors,  okay. 

Mr.  MOLLOHAN.  But  I  will  be  interested  in  the  markets.  Go 
ahead,  list  the  markets. 

Mr.  Garten.  All  right.  Four  in  Asia  are  South  Korea,  what  we 
call  the  Chinese  economic  area,  which  is  China,  Hong  Kong  and 
Taiwan  together,  Indonesia  and  India.  In  Latin  America,  Mexico, 
Brazil  and  Argentina,  so  I  would  say  those  seven  comprise  the 
overwhelming  amount  of  the  ten,  but  the  ten  together  will  account 
for  40  percent  of  the  increase  in  world  trade  over  the  next  20  years. 

Mr.  MOLLOHAN.  What  about  sectors? 

Mr.  Garten.  Sectors,  let  me  just  preface  this  so  there  is  no  mis- 
understanding. There  is  a  bit  of  work  in  progress  and  also  these 
are  not  meant  to  be  exclusive. 

Mr.  MOLLOHAN.  I  understand. 

Mr.  Garten.  Okay. 

Mr.  MOLLOHAN.  It  is  not  a  trick  question. 

Mr.  Garten.  It  is  not  industrial  policy.  Information  technologies 
including  telecommunications,  computers  and  software. 

Mr.  MOLLOHAN.  Hardware  and  software? 
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Mr.  Garten.  Right.  Let's  call  it  the  information  technology  clus- 
ter. 

Mr.  MOLLOHAN.  Right.  That  is  number  one? 

Mr.  Garten.  That  is  number  one.  The  transportation  cluster,  in- 
cluding aerospace  and  automotive.  And  by  automotive,  I  mean  not 
just  vehicles,  but  auto  parts. 

Mr.  MOLLOHAN.  But  to  include  vehicles,  too? 

Mr.  Garten.  Yes.  I  want  to  make  sure  it  is  acknowledged  that 
it  includes  auto  psirts,  as  well  as  vehicles.  Health  care  technologies, 
which  includes  health  care  services  and  medical  technology,  electric 
power  generation.  Look  at  Asia  and  Latin  America,  the  need  for 
this  kind  of  energy  is  off  the  charts. 

Mr.  Mollohan.  Is  that  exporting  our  technology  to  build? 

Mr.  Garten.  Yes,  to  build  and  manage. 

Mr.  Mollohan.  Natural  resource  folks  might  have  some  con- 
cerns about  that  one. 

Mr.  Garten.  Financial  services,  and  I  think  I  left  one  out.  Yes, 
environmental  technology. 

Mr.  Mollohan.  Is  there  paper  on  this? 

Mr.  Garten.  The  big  emerging  markets,  yes.  We  are  still  analyz- 
ing the  sectors. 

Mr.  Mollohan.  When  do  you  plan  to  have  that  out? 

Mr.  Garten.  By  June. 

Mr.  Mollohan.  Thank  you,  Mr.  Chairman.  Thank  you  very 
much. 

Mr.  Moran.  Thank  you  Mr.  Mollohan. 

Mr.  Rogers,  did  you  have  further  questions? 

COAL  EXPORTS 

Mr.  Rogers.  I  thank  you,  Mr.  Chairman.  I  didn't  hear  you  men- 
tion West  Virginia  or  Kentucky  coal  in  that  list  of  ten. 

You  know,  we  lost  $1.1  billion  last  year  in  coal  exports.  We  fell 
about  27  percent  last  year.  Do  you  have  a  plan  to  help  increase  coal 
exports? 

Mr.  Garten.  We  have  continued  to  make  significant  efforts  in 
promoting  coal  exports. 

Mr.  Rogers.  Well,  I  would  be  interested  to  hear  about  it.  Maybe 
you  could  give  us  a  written  summary,  for  the  record,  of  what  you 
are  doing  to  promote  coal  exports.  Because  it  is  one  of  the  chief  ex- 
ports of  this  country  and  it  fell  by  27  percent — I  don't  know  any- 
thing that  fell  by  27  percent  last  year,  do  you,  a  market  sector? 

Mr,  Garten.  I  am  not  aware. 

efforts  in  CALIFORNIA 

Mr.  Rogers.  No,  I  don't  think  anything  fell  more  than  U.S.  coal, 
in  its  exports,  and  there  is  a  burgeoning  market  particularly  in 
Southeast  Asia.  I  don't  know  of  an5d;hing  in  here  in  this  TPCC  re- 
port to  help  coal.  But  I  see  on  page  20  the  California  initiative.  And 
I  was  trying  to  find  the  Virginia  and  the  West  Virginia  and  Ken- 
tucky initiatives. 

Can  you  tell  me  what  page  they  are  on? 

Mr.  Moran.  I  didn't  find  them  either,  Mr.  Rogers,  actually. 

Mr.  Rogers.  What  page  would  they  be  on? 

Mr.  Garten.  I  don't  think  they  are  there. 
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Mr.  Rogers.  As  a  matter  of  fact,  the  only  State  in  the  Union 
mentioned  in  this  long,  laborious  TPCC  report  is  the  California  ini- 
tiative. Now,  how  in  the  dickens  did  a  State  get  to  where  they  get 
special  mention  in  this  report? 

Mr.  MORAN.  Just  taking  a  random  sample  on  this  committee,  I 
don't  know,  would  you  put  California  as  the  first  priority? 

Mr.  Mollohan. 

Mr.  Rogers.  Can  you  tell  me  how  California  was  able  to  make 
this  exclusive  list,  that  they  have  got  their  own  initiative  that  you 
are  going  to  do  for  them?  How  come? 

Mr.  MORAN.  That  was  a  rhetorical  question? 

Mr.  Rogers.  No,  no,  it  is  a  very  direct,  literal  question,  request- 
ing a  literal  answer. 

Mr.  Garten.  To  my  knowledge,  there  is  no  West  Virginia  or  Ken- 
tucky or  Virginia  initiative. 

Mr.  Rogers.  But  why  is  there  a  California  initiative?  Partly,  I 
am  joking,  but  seriously,  why  is  there  a  California  initiative?  Why 
single  out  that  one  State?  I  am  sure  that  on  the  West  Coast,  obvi- 
ously, California  occupies  a  large  part  of  it.  Washington  and  Or- 
egon are  out  there,  too,  and  there  is  no  mention  of  an5rthing  on  the 
East  Coast. 

Why  would  California  be  given  a  specisd  initiative?  You  are  going 
to  focus  apparently  a  lot  of  effort  on  promoting  California  exports. 

Mr.  Garten.  I  am  not  going  to  try  to  give  you  a  fancy  answer 
on  this.  California  is  extremely  important  to  the  Administration  for 
a  lot  of  reasons,  including  the  fact  that  it  was  very  badly  hit  by  the 
defense  wind-down,  and  in  a  lot  of  our  export  strategy  we  are  using 
the  concept  of  pilot  programs  and  models.  If  we  can  create  exports 
from  California  where  they  don't  exist,  we  will  certainly  use  those 
techniques  elsewhere. 

Mr.  Rogers.  Well,  I  don't  want  you  to  get  the  idea  that  Califor- 
nia is  the  only  state  suffering. 

Mr.  Garten.  I  understand. 

Mr.  Rogers.  And  frankly,  while  California  was  riding  high  with 
all  of  that  defense  spending  all  these  years,  a  lot  of  the  rest  of  the 
country  was  suffering  through  bad  times  for  the  last  30,  40  years. 
And  while  I  feel  sorry  for  California's  plight  at  this  moment,  I  don't 
want  us  to  get  the  idea  that  they  are  alone  suffering. 

And  yet,  for  the  past  few  weeks,  we  have  heard  from  witness 
after  witness  about  what  the  Commerce  Department  is  going  to  do 
for  California — we  are  going  to  do  this  in  California,  we  are  going 
to  do  that  for  high  tech,  we  are  going  do  this  for  defense  conver- 
sion, and  so  forth.  And,  I  am  afraid  the  country  is  going  to  tilt  and 
we  are  all  going  to  fall  into  the  Pacific  Ocean  over  the  San  Andreas 
Fault. 

So  where  are  you  going  to  get  the  money  for  the  California  initia- 
tive? 

Mr.  Garten.  Well,  we  haven't  requested  any  additional  funds  for 
the  California  initiative. 

Mr.  Rogers.  Well,  isn't  it  going  to  cost  anything? 

Mr.  Garten.  I  can't  tell  you  whether  it  will  or  not.  At  this  stage, 
a  good  part  of  the  California  initiative  is  focusing  a  lot  of  programs 
that  already  exist  in  California  and  in  working  with  California 
firms.  When  I  went  to  Asia,  for  example,  I  took  the  Lieutenant 
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Governor  of  California  with  me.  He  went  at  his  expense.  So  we 
don't  see  this  as  a  major  budgetary  item.  It  is  just  that  a  lot  of  the 
things  that  we  do  will  have  a  California  focus. 

Mr.  Rogers.  Well,  you  got  to  be  focusing  some  staff,  additional 
staff  on  the  California  initiative. 

Mr.  Garten.  We  are  planning  to  have  two  additional  U.S.  and 
FCS  employees.  I  believe  they  are  existing  people  but  they  are 
going  to  focus  on  California. 

Mr.  Rogers.  So  the  California  initiative  is  two  people? 

Mr.  Garten.  No,  no,  it  is  much  more  than  that. 

Mr.  Rogers.  Well,  what  is  it? 

Mr.  Garten.  For  example.  Secretary  Brown  spends  lot  of  time  in 
California. 

Mr.  Rogers.  I  have  noticed  that. 

What  else? 

Mr.  Garten.  We  have,  I  believe,  I  am  not  sure  about  this,  but 
in  our  technology  promotion  programs,  which  don't  necessarily  fall 
into  the  trade  promotion  category,  there  is  clearly  an  emphasis  on 
California. 

Mr.  Rogers.  Well,  I  want  you  to  detail  for  me  for  the  record  later 
and  submit  it  to  us,  I  want  to  know  what  kind  of  resources  are 
being  put  into  the  California  initiative,  where  they  are  coming 
from,  and  how  it  affects  all  the  rest  of  us.  We  are  just  as  desperate 
for  exports  in  Kentucky  as  in  California,  and  I  would  hope  that  you 
would  understand  that. 

Mr.  Garten.  I  do. 

[The  information  follows:] 

Resources  Allocated  to  the  California  Initiative 

The  U.S.  &  Foreign  Commercial  Service  (US&FCS)  unit  of  the  International 
Trade  Administration  allocates  its  domestic  field  resources  based  on  a  matrix  which 
takes  into  consideration  a  number  of  different  factors  including  the  state's  manufac- 
turing base,  export  potential,  size  of  firms  in  the  state  and  size  of  the  state's  serv- 
ices industry.  We  use  the  matrix  as  a  starting  point,  adjusting  the  allocations  for 
factors  that  cannot  be  covered  by  any  model.  California,  due  in  part  to  its  proximity 
to  Mexico  and  the  Asian-Pacific  Region,  is  at  the  top  of  the  matrix — Cahfomia's  ex- 
ports exceed  those  of  any  other  state  in  the  country.  In  California,  and  throughout 
the  country,  the  Department  of  Commerce  is  in  the  process  of  implementing  a  num- 
ber of  initiatives  including.  Export  Mexico,  the  opening  of  pilot  U.S.  Export  Assist- 
ance Centers  ((USEACs),  and  Defense  Conversion.  Because  these  initiatives  involve 
trade  and  competitiveness,  US&FCS  has  been  central  to  supporting  these  efforts. 

In  an  effort  to  allocate  oiu-  resources  in  an  effective  and  equitable  manner  across 
the  country,  and  in  keeping  with  the  resource  allocation  matrix,  US&FCS  has 
sUghtly  increased  staffing  levels  in  California  to  support  these  new  initiatives. 
US&FCS  has  staffed  four  existing  full  time  positions  that  had  been  unfilled — a  De- 
fense Conversion  Specialist  has  been  added  to  both  the  Los  Angeles  district  office 
and  Santa  Clara  branch  office,  an  Export  Mexico  Speciahst  has  been  added  in  San 
Diego  and  a  management  Analyst  has  been  added  to  the  San  Francisco  office.  These 
positions  had  been  authorized  but  not  previously  fiinded.  In  addition,  approximately 
$40,000  has  been  expended  to  support  these  activities,  above  and  beyond  previous 
operating  budgets.  No  other  state  or  region  was  adversely  effected. 

US&FSC  is  currently  seeking  to  estabUsh  partnerships  with  its  commerce  coun- 
terparts, i.e.,  the  National  Institute  of  Standards  and  Technology  (NIST)  and  the 
Economic  Development  Administration  (EDA),  and  the  state  of  CaUfomia,  to  lever- 
age their  resources  to  support  these  types  of  initiatives 

Mr.  Rogers.  I  don't  want  to  be  anti-California  here,  but  I  do  re- 
sent the  special  emphasis  that  one  State  is  being  given,  to  the  det- 
riment, in  my  opinion,  of  the  others.  Because  you  cannot  do  a  Cali- 
fornia initiative  with  more  new  money  unless  you  take  some  re- 
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sources  from  the  rest  of  us  to  do  that.  And  I  want  to  know  what 
kind  of  resources  you  are  taking  away  and  what  the  CaHfomia  ini- 
tiative stands  for  in  detail. 

ENVIRONMENTAL  TECHNOLOGIES  INITIATIVE 

And  by  the  way,  your  environmental  technologies  push  is  fine, 
and  it  just  so  happens  most  of  that  comes  out  of  California;  does 
it  not? 

Mr.  Garten.  No,  I  don't  think  so. 

Mr.  Rogers.  Well,  add  in  Texas  and  Massachusetts,  then,  and 
that  is  about  it;  isn't  it? 

Mr.  Garten.  I  don't  think  that  is  right.  We  are  looking  at  pro- 
moting environmental  technologies  and  this  is  an  industry  with 
many  small  firms  around  the  country.  I  can't  tell  you  exactly  where 
they  fall  out,  but  certainly  it  was  not  designed  with  the  notion  that 
we  are  going  to  favor  one,  two  States  or  three  States. 

Mr.  Rogers.  But  it  would  favor  a  defense  conversion  area,  prob- 
ably; wouldn't  it? 

Mr.  Garten.  I  am  not  sure. 

CIMS 

Mr.  Rogers.  Okay.  Now,  do  I  understand  that  you  are  proposing 
to  cut  the  CIMS,  the  Commercial  Information  Management  Sys- 
tem, by  almost  $2  million? 

Mr.  Garten.  Well,  the  reason  that  we  are  decreasing  funding  is 
that,  in  our  view,  this  system  is  completed;  it  doesn't  need  further 
development. 

Mr.  Rogers.  Is  it  installed  in  all  the  overseas  and  domestic  cen- 
ters? 

Mr.  Neuschatz.  It  is  installed  in  all  domestic  offices  right  now, 
sir.  We  are  in  the  process  of  installing  worldwide.  We  are  finishing 
up  the  last  few  most  remote  locations  worldwide.  It  will  be  in- 
stalled probably  in  at  least  80  percent  of  U.S.  and  FCS  posts  world- 
wide by  the  end  of  this  fiscal  year.  And  we  are  already  in  all  do- 
mestic offices. 

Mr.  Rogers.  Do  all  the  sites  now  have  the  National  Trade  Data 
Bank? 

Mr.  Neuschatz.  Yes,  sir. 

Mr.  Rogers.  Even  in  the  foreign  sites? 

Mr.  Neuschatz.  Yes,  sir.  That  is  available  on  CD-ROM. 

Mr,  Rogers.  So  you  are  telling  me  you  will  be  hooked  up  and  op- 
erating in  80  pei  oent  of  our  trading  partners  in  the  world? 

Mr.  Neuschatz.  That  is  right,  sir,  by  the  end  of  this  fiscal  year. 
It  is  being  installed  now  and  training  is  going  on. 

Mr.  Rogers.  Now,  for  those  that  may  not  know,  that  is  this  com- 
puter data  link  that  we  have  with  all  the  embassies;  isn't  it? 

Mr.  Neuschatz.  Yes,  sir. 

Mr.  Rogers.  And  a  lot  of  us  think,  and  I  think  you  agree,  that 
is  absolutely  vital  to  the  new  information  superhighway  to  bring 
the  trade  market  together  through  computers  worldwide,  which  we 
all  want  to  plug  into.  Now,  this  $2  million  cut  for  CIMS  will  not 
in  any  fashion  ^ect  the  operability  of  the  system? 

Mr.  Neuschatz.  No,  sir.  The  funding  for  CIMS  had  been  spiked 
up  for  the  last  several  years  to  provide  for  the  purchase  of  the 
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hardware  and  the  training  which  is  a  very  expensive  item,  sending 
people  around  the  world  to  train  people.  So  as  we  have  now  spiked 
it  up  to  provide  for  that,  we  are  now  bringing  it  back  down  to  just 
a  maintenance  level. 

Mr.  Rogers.  Well,  we  spent  a  great  number  of  years  in  this  sub- 
committee providing  funding  to  build  the  system.  We  don't  want  to 
see  it  diminished  in  any  form  or  fashion.  Do  I  have  your  assurance 
on  that? 

Mr.  Neuschatz.  Yes,  sir. 

Mr.  Rogers.  Okay. 

Thank  you,  Mr.  Chairman. 

Mr.  MORAN.  Thank  you,  Mr.  Rogers. 

I  think  that  will  conclude  the  hearing  for  the  International  Trade 
Administration. 

We  thank  you  very  much,  Mr,  Under  Secretary,  your  staff.  And 
good  luck  with  all  these  new  initiatives. 

[The  following  questions  were  submitted  to  be  responded  to  for 
the  record:] 
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INTERNATIONAL  TRADE  ADMINISTRATION 

Questions  Submitted  by  Congressman  Smith 

Trade  Promotion  Coordinating  Committee 

QUESTION: 

The  first  report  to  Congress  of  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  was  submitted  on  September 
30,  1993.  What  is  the  status  of  implementation  of  the 
recommendations  made  by  that  report? 

ANSWER: 

Please  see  the  attached  report:  Implementation  of  the 
National  Export  Strategy  Year  end  Report  to  the  President, 
December  31,  1993. 

QUESTION: 

One  of  the  proposals  of  the  TPCC  report  was  to  create 
better  coordination  of  export  promotion  in  American 
embassies  abroad  by  creating  "mini"  TPCCs.  What  is  the 
status  of  this  initiative,  and  do  you  consider  this 
initiative  to  be  a  success? 

ANSWER: 

In  order  to  better  coordinate  export  promotion  services 
offered  by  American  embassies  abroad,  the  overseas  missions 
have  developed  Country  Commercial  Strategic  Plans  which 
will  strengthen  overseas  export  promotion  services  by 
ensuring  that  there  is  a  coordinated  interagency  approach 
to  commercial  planning;  that  all  embassy  officers 
understand  the  top  priority  attached  to  export  growth;  that 
the  Country  Team's  resources  are  appropriately  marshalled 
in  order  to  pursue  our  trade  objectives;  and  that 
information  collection,  advocacy,  leveraging,  and  matching 
of  US  suppliers  and  foreign  buyers  is  improved. 

In  addition  to  the  development  of  a  Country  Commercial 
Strategic  Plan,  missions  have  been  tasked  to  develop 
performance  measurements  to  help  analyze  results  and 
incorporate  lessons  learned  into  the  next  year's  planning 
cycle.  To  date,  we  have  received  most  of  the  posts' 
Country  Commercial  Strategic  Plans.  A  TPCC  working  Group 
will  soon  be  in  the  process  of  developing  an  interagency 
system  for  establishing  a  performance  measurement  system. 

The  response  from  our  posts  overseas  has  been 
overwhelmingly  positive,  and  Ambassador  Perkins  from 
Australia  has  sent  Secretary  Brown  a  letter  supporting  and 
congratulating  the  TPCC  on  its  efforts  to  date. 
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QUESTION: 

There  was  some  concern  expressed  by  other  agencies  as  to 
whether  or  not  DOC,  through  the  US&FCS,  would  have  the  lead 
in  implementing  this  initiative  in  Embassies  overseas. 
Have  these  concerns  been  addressed?  Have  these  concerns 
created  any  problems  in  implementing  the  TPCC 
recommendations? 

ANSWER: 

In  most  cases,  US&FCS  has  provided  the  impetus  for,  and 
coordinated,  the  commercial  efforts  of  embassy  teams,  under 
ambassadorial  leadership.  Illustrative  of  the  US&FCS 
leadership  role  is  the  recent  Strategic  Commercial  Planning 
(SCP)  process  concluded  by  embassies  worldwide.  Working 
closely  with  embassy  colleagues,  US&FCS  officers 
coordinated  the  country  commercial  team  around  the 
development  of  this  plan.  This  collaborative  inter-agency 
process  will  be  furthered  with  the  development  of  the 
Country  Commercial  Guide,  a  streamlined  compilation  of 
commercial  information  to  be  generated  by  each  Embassy. 

As  the  chair  of  the  TPCC,  Secretary  Brown  and  his 
Department  have  assumed  a  lead  role  in  implementing  TPCC 
recommendations  domestically  and  overseas.  The  inter- 
agency nature  of  the  TPCC  has  enabled  close  dialogue  and 
coordination  among  the  19  agencies  involved  in  developing 
and  implementing  these  recommendations.  The  TPCC 
philosophy  recognizes  that  valuable  commercial  support  can 
be  added  by  other  USG  agencies  and  the  importance  of 
focusing  these  agencies  on  a  commercial  agenda. 

QUESTION: 

Are  you  familiar  with  the  other  TPCC  member's  budget 
requests  for  FY  1995? 

What  is  the  total  amount  being  requested  for 
export  promotion  in  the  President's  FY  1995 
budget  request?  Please  provide  detail  for  the 
record,  by  Department  or  agency,  compared  to  the 
amounts  provided  in  FY  1994  and  spent  in  FY 
1993. 

ANSWER: 

The  President's  FY  95  budget  submission  contained  the 
first-ever  budget  cross-cut  for  federal  export  promotion. 
It  detailed  the  expenditure  of  resources  across  the  ten 
principal  agencies  involved  in  this  activity  over  the  last 
three  fiscal  years  (please  see  pages  149-153  of  the 
President's  budget  proposal). 
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The  proposed  FY  95  budget  authority  for  export  promotion 
programs  totaled  $3,358  million,  a  decrease  of  13%  from  the 
FY  94  appropriated  level.  The  TPCC  is  currently  working  on 
a  companion  document  that  will  provide  further  analysis  of 
export  promotion  funding. 

QUESTION: 

Has  the  TPCC  considered  a  review  of  the  automation  and 
communications  systems  currently  used  by  the  various 
agencies  and  departments  involved  in  trade  promotion 
activities?  Are  there  any  problems  with  communicating 
across  agencies  now,  and  are  options  being  considered  which 
would  alleviate  those  problems? 

ANSWER: 

The  TPCC  has  not  conducted  a  detailed  review  of  automation 
and  communication  systems  currently  in  use  by  TPCC  member 
agencies.  However,  ITA's  Office  of  Information  Resources 
Management  (OIRM)  has  investigated  the  interagency 
electronic  mail  capability  of  the  TPCC  agencies  in 
conjunction  with  ITA's  participation  in  the  Interagency 
Electronic  Mail  Users  Working  Group  (lAEMUWG) .  This  working 
group  was  formed  under  the  auspices  of  the  NPR  and  is 
charged  with  promoting  government-wide  communications  via 
electronic  mail. 

TPCC  offices  within  Commerce  are  connected  to  Local  Area 
Networks  (LANs) ,  which  will  give  them  the  capability  to 
exchange  electronic  mail  with  other  government  agencies. 
However,  not  all  TPCC  agencies  have  a  similar  capability. 
Those  that  do,  do  not  necessarily  have  it  for  each  person 
and  office  within  the  agency.  Therefore,  the  potential  for 
exchanging  e-mail  among  TPCC  partners  is  limited  at  this 
time.  However,  most  agencies  are  in  the  process  of 
implementing  this  capability,  as  part  of  the  government- 
wide  e-mail  project.  As  soon  as  member  agencies  are  "on- 
line", e-mail  should  become  a  primary  means  of 
communicating  and  sharing  information. 

Dusseldorf  Consulate 

QUESTION: 

I  understand  that  the  U.S.  Ambassador  to  Germany  intends  to 
reopen  the  U.S.  consulate  in  Dusseldorf  and  appoint  a 
Foreign  Commercial  Service  officer  as  the  Consul  General 
there.  Could  you  update  us  on  the  status  of  this  decision? 

ANSWER: 

US&FCS  is  currently  awaiting  formal  State  Department 
approval  to  re-open  the  Dusseldorf  Consulate  General.  In 
anticipation,  the  US&FCS  is  working  to  identify  a  Foreign 
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Commercial  Service  Officer  of  high  caliber  and  experience 
for  this  posting  as  Consul  General.  We  are  excited  about 
this  new  opportunity  to  lead  the  U.S.  consulate  in  this 
major  European  commercial  center. 

QUESTION: 

Have  you  included  funds  in  this  budget  request  to 
accommodate  any  additional  costs  for  the  FCS  resulting  from 
this  action?   What  are  the  anticipated  costs? 

ANSWER: 

No  request  was  included  in  our  FY  1995  budget  request  for 
Dusseldorf.  US&FCS  will  have  to  absorb  its  costs 
associated  with  State's  re-opening  of  the  Dusseldorf 
consulate  out  of  existing  FY  1994  funding. 

We  are  currently  discussing  funding  and  other 
implementation  issues  with  the  State  Department.  We  as  yet 
have  no  agreed  upon  figures,  but  anticipate  a  cost  to  the 
US&FCS  of  well  under  $200,000.  US&FCS  already  has  an 
office  in  Dusseldorf  staffed  with  Foreign  Service 
Nationals.  This  staff  will  be  incorporated  into  the  re- 
opened consulate. 

Impact  of  Rescission 

QUESTION: 

In  the  efforts  to  provide  offsets  for  the  recent  emergency 
supplemental  for  the  Los  Angeles  earthquake,  Congress  took 
a  $2  million  rescission  from  the  carryover  balances  of  ITA. 
What  has  been  the  impact  of  that  rescission?  What  specific 
items  will  the  ITA  not  be  able  to  fund  in  FY  1994  as  a 
result  of  the  rescission? 

ANSWER: 

The  primary  use  of  the  carryover  funds  in  question  would 
have  been  for  the  NAFTA  Secretariat.  This  is  a  required 
function  under  the  recently  enacted  NAFTA  agreement.  Since 
these  funds  have  been  rescinded,  ITA  will  have  to  redirect 
funds  from  other  sources  to  operate  the  Secretariat. 

ITA  is  on  the  front  line  of  providing  support  and 
assistance  to  U.S.  exporting  businesses  and  support  to 
market-opening  trade  negotiations.  These  efforts  will  also 
be  affected  by  a  redirection  of  $2  million.  Specifically, 
this  redirection  will  have  the  following  impacts: 

Efforts  underway  to  strengthen  advocacy  support, 
in  response  to  TPCC  priorities,  will  be  limited. 
ITA's  plans  to  establish  a  center  for  directing 
and  coordinating  advocacy  activities  could  be 
scaled  back. 
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ITA  may  need  to  defer  its  program  to  streamline 
the  AD/CVD  review  process  by  making  greater  use 
of  new  technologies  such  as  image  processing. 

ITA  may  need  to  defer  hiring  and  deployment  of 
as  many  as  10-20  foreign  field  officers  slated 
for  Japan  and  Big  Emerging  Markets  such  as 
China,  Korea,  Mexico,  and  Turkey.  The  enhanced 
exporter  support  in  these  markets  envisioned  and 
prescribed  by  the  TPCC  would  be  severely 
limited. 

Tied  Aid 


QUESTION: 


In  the  hearing  with  the  U.S.  Trade  Representative  last 
week,  we  discussed  the  Tied  Aid  program  recommended  by  the 
TPCC.  Could  you  tell  us  more  about  the  Tied  Aid  program 
and  the  rationale  for  the  FY  1995  budget  request  for  Tied 
Aid? 

ANSWER: 

In  1993,  the  major  industrialized  nations  issued  a  total  of 
some  $7  billion  in  tied  aid  credits,  some  of  which  was  used 
as  a  credit  subsidy  to  compete  against,  and  defeat, 
potential  U.S.  exports.  The  United  States  has  long  opposed 
commercially-motivated  tied  aid  and  has  led  international 
negotiations  to  adopt  mutual  restraints  on  the  use  of  tied 
aid.  Despite  the  U.S.  Government's  best  efforts,  however, 
exporters  testify  that  lack  of  tied  aid  credits  remains  as 
the  single  greatest  gap  in  U.S.  financing  for  exports. 

To  address  exporter  concerns.  President  Clinton  approved 
creation  of  a  $150  million  Tied  Aid  Capital  Projects  Fund 
that  will  both  promote  U.S.  exports  pro-actively  as  well  as 
continue  U.S.  efforts  to  curb  the  practice.  Eximbank  has 
drafted  operating  modalities  for  the  Fund,  has  obtained 
comments  from  other  agencies  and  from  the  exporting  com- 
munity, and  has  conducted  some  informal  testing  of  how  the 
guidelines  might  work  in  actual  cases. 

Eximbank 's  Fund  will  draw  upon  $150  million  in  1995  resour- 
ces. When  combined  with  other  resources,  the  Fund  will 
leverage  well  over  $500  million  in  U.S.  tied  aid.  Eximbank 
will  issue  tied  aid  credits  aggressively  to  promote 
strategic  U.S.  sales  in  critical  emerging  markets,  thereby 
maximizing  overall  U.S.  export  growth,  and  to  create 
incentives  for  the  rest  of  the  world  to  stop  relying  on 
tied  aid  as  a  trade  weapon. 

QUESTION: 

What  amounts  are  included  in  ITA's  FY  1995  budget  for  Tied 
Aid,  and  how  specifically  will  these  funds  be  used? 
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ANSWER: 


While  there  is  no  funding  in  ITA's  FY  1995  budget  for  Tied 
Aid,  in  the  formulation  of  the  President's  budget,  funds 
were  contributed  by  all  the  relevant  agencies  in  the 
support  of  this  endeavor. 

QUESTION: 

Are  you  devoting  funds  to  this  initiative  in  FY  1994?  If 
so,  how  much? 

ANSWER: 

ITA  did  not  devote  any  FY  1994  funds  to  Eximbank's  Tied  Aid 
Capital  Projects  Fund.  The  decision  to  establish  the  Fund 
was  made  well  after  the  initiation  of  the  1994  budget 
process. 


One-Stop  Shops  for  Export  Assistance 


QUESTION: 


The  Committee  recently  approved  a  reorganization  providing 
for  the  establishment  of  four  one-stop  shops  for  export 
promotion.  This  initiative  is  being  carried  out  along  with 
the  Small  Business  Administration  and  the  Export-Import 
Bank.  What  is  the  status  of  the  first  four  centers 
proposed  in  FY  1994? 

ANSWER: 

The  four  pilot  "one-stop-shops",  now  known  as  U.S.  Export 
Assistance  Centers  (USEACs) ,  opened  for  business  in 
Baltimore,  MD;  Chicago,  IL;  Long  Beach,  CA;  and  Miami,  FL 
on  January  31,  1994. 

QUESTION: 

What  are  your  plans  for  continuing  the  program?  Will  you 
open  additional  centers  in  FY  1994?  If  so,  where  will 
these  be  located? 

ANSWER: 

The  Trade  Promotion  Coordinating  Committee  (TPCC) 
recommended  that  DOC,  EXIM  and  SBA  open  the  four  pilots, 
and,  after  evaluating  the  four  pilot  programs,  that  the 
agencies  select  and  announce  the  next  ten  sites  by  June 

1994.  Current  plans  in  the  TPCC  call  for  ten  sites  to  open 
by  CY  1995. 

QUESTION: 

How  many  centers  do  you  intend  to  have  in  operation  in  FY 

1995,  and  what  amount  is  requested  in  this  budget  for  this 
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initiative?  What  are  your  long-term  goals  for  this 
program?  Will  you  bring  in  additional  agencies  to 
participate  in  the  one-stop  trade  assistance  concept? 

ANSWER: 

The  Trade  Promotion  Coordinating  Committee  (TPCC)  report, 
"Toward  a  National  Export  Strategy,"  recommends  opening  ten 
additional  centers  by  CY  1995.  The  long-term  goal  of  the 
TPCC  is  to  integrate  the  full  US&FCS  domestic  network  into 
a  national  USEAC  network.  Through  this  effort  we  will 
increase  the  efficiency  of  federal  export  promotion 
services  by  eliminating  duplicative  costs  while  expanding 
coverage.  The  USEAC  concept  rests  on  the  co-location  of 
federal  resources,  as  well  as  the  leveraging  of  resources 
with  public-private  and  state/ local  partners.  If  the 
business  community  will  benefit  from  the  presence  of  other 
federal/state  agencies  in  the  future  sites,  and  those 
agencies  prove  willing  to  join  the  project,  then  we  will 
seek  to  foster  those  relationships  (e.g.  USAID  in  the  Long 
Beach  USEAC) . 

QUESTION: 

What  are  the  criteria  for  the  one-stop  shop  program,  and 
how  will  this  program  be  evaluated? 

ANSWER: 

Quantitative  measures  provide  us  with  an  objective  ranking 
of  sites  based  on  export  potential,  and  qualitative 
factors,  such  as  the  existence  of  trade  infrastructure 
(e.g.  ports) ,  provide  the  opportunity  to  leverage  resources 
with  state,  local  and  private  partners.  The  presence  of 
the  DOC,  SBA  and  EXIM  offices  in  the  region,  allow  us  to 
adjust  the  ranking  to  reflect  cost  and  service 
efficiencies.  We  will  evaluate  the  operation  of  the  pilots 
against  the  strategic  plans  developed  by  each  site,  the 
TPCC  principles  of  resource  management  and  client  service, 
quantitative  performance  measures  and  client  surveys  to 
ensure  customer  satisfaction.  We  will  use  the  insight 
gained  from  the  pilot  programs  to  help  determine  the 
placement  and  design  of  future  USEACs. 

Status  of  Authorization 

QUESTION: 

What  is  the  status  of  the  authorization  for  all  ITA 
programs  for  FY  1995?  Is  the  Administration  preparing  a 
legislative  proposal?  If  so,  what  changes  will  you  be 
proposing? 
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ANSWER: 


To  date,  the  International  Trade  Administration's  FY  1995 
budget  request  for  all  programs  has  not  yet  been  authorized 
and  is  currently  pending  in  the  Congressional  budgetary 
cycle. 

The  Administration  has  identified  various  legislative 
proposals  for  the  International  Trade  Administration  to 
pursue  in  FY  1995.   These  proposals  include: 

Implementing  Legislation  for  Uruguay  Round  Agreements 

President  Clinton  had  stated  that  the  Uruguay  Round 
negotiations  was  the  single  most  important  step  that  could 
be  taken  to  open  foreign  markets  around  the  world  to  U.S. 
manufactured  goods  services  and  agricultural  products. 
Following  the  completion  of  the  Uruguay  Round  negotiations 
in  December,  ITA  has  participated  in  drafting  sessions 
dealing  with  the  subsidies  codes  and  the  AD/CVD  portions  of 
the  Round. 

Representatives  of  ITA  continue  to  be  involved  with  the 
drafting  of  the  Uruguay  Round  implementing  legislation  and 
have  provided  both  technical  advice  and  information 
pertaining  to  the  intent  of  the  agreement.  ITA  continues 
to  provide  information,  both  written  and  through  oral 
briefings  to  key  Congressional  committees  on  the  subsidies 
agreement.  In  addition,  ITA  is  working  in  coordination 
with  Congressional  Committees  and  other  U.S.  Government 
agencies  in  preparation  for  hearings,  testimony,  and 
proposed  briefings  on  the  legislation.  ITA  is  currently 
compiling  a  state-by-state  trade  assessment  of  GATT-related 
trade  statistics  and  has  published  the  "Uruguay  Round 
Update."  Similar  efforts  will  continue  throughout  the 
implementation  process. 

Continuation  of  the  Automotive  Parts  Advisory  Committee 
(APAC) 

Under  the  authority  of  "The  Fair  Trade  in  Auto  Parts  Act  of 
1988"  (Title  II,  Subtitle  A,  Part  II,  Pub.  L.  No.  100-418), 
the  Department  of  Commerce  established  an  initiative  to 
assist  the  U.S.  auto  parts  industry  to  increase  the  sale  of 
U.S. -made  automotive  parts  to  the  Japanese  automotive 
industry.  An  Automotive  Parts  Advisory  Committee  (APAC) 
was  established  to  advise  the  Administration  on  U.S. -Japan 
auto  parts  trade  issues.  The  authority  under  this  law 
expired  on  December  31,  1993.  The  Department  proposed 
legislation  to  extend  the  APAC.  This  proposal  is  part  of 
the  Foreign  Aid  Authorization  Bill  which  passed  the  House 
and  Senate,  by  voice  vote,  on  April  28,  1994. 

Maintaining  and  developing  efforts  to  increase  the  sale  of 
U.S. -made  automotive  parts  to  the  Japanese  is  necessary  to 
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continue  and  to  enhance  the  progress  made  by  the  U.S. 
automotive  parts  industry.  The  Department  has  supported 
efforts  to  increase  U.S.  parts  sales  to  the  Japanese 
markets  and  to  support  APAC  efforts,  including  the  U.S.- 
Japan bilateral  automotive  framework  negotiations,  the  MOSS 
Talks  and  the  Market  Oriented  Cooperation  Plans  (MOCP) . 
APAC's  guidance  and  advice  is  an  integral  part  of  the 
Department's  decision-making  for  all  these  matters. 

The  APAC  meets  several  times  a  year  to  address  and 
formulate  positions  on  key  industry  issues  that  are 
presented  through  reports  to  Congress  and  the 
Administration,  as  well  as  to  the  Japanese  government 
during  high-level  trade  negotiations.  The  Secretary  of 
Commerce  uses  industry  reports  from  the  APAC  as  the  bases 
for  reports  to  Congress  on  auto  parts  trade.  The  APAC  has 
provided  industry  insight  on  the  following  Governmental 
efforts:  the  U.S. -Japan  bilateral  automotive  framework 
negotiations,  MOSS-MOCP  activities.  Foreign  Trade  Zones 
rules.  Section  301,  U.S.  antidumping  activities,  Corporate 
Average  Fuel  Economy  program,  U.S.  research  assistance 
programs  and  investment  incentives.  The  group  also 
sponsored  the  University  of  Michigan's  Report  on  the 
Bilateral  Automotive  Deficits. 

Grant  and  Cooperative  Agreement  Authority 

ITA  has  implemented  three  programs  involving  assistance  for 
Eastern  Europe  and  the  Newly  Independent  States  of  the 
former  Soviet  Union  (NIS)  under  which  it  makes  grants  or 
enters  into  cooperative  agreements  with  private  persons  or 
firms.  These  programs  are  SABIT  (Special  American  Business 
Internship  Program) ,  CABEE  (Consortia  of  American 
Businesses  in  Eastern  Europe) ,  and  CABNIS  (Consortia  of 
American  Businesses  in  the  Newly  Independent  States) . 

Repeal  of  Annual  Report  Requirement 

Section  6  of  the  Federal  Water  Pollution  Control  Act 
(FWPCA)  Amendments  of  1977  requires  the  Secretary  of 
Commerce  to  report  to  Congress,  on  an  annual  basis, 
international  competitive  disadvantages  to  U.S.  industry 
imposed  by  far  more  stringent  domestic  environmental 
regulations.  Thus  far,  most  studies  have  not  provided 
statistically  significant  data  to  indicate  that  the 
variations  in  degree  of  pollution  control,  across  major 
trading  nations,  has  caused  economic  damage  to  U.S. 
industry.  The  Section  6  study  is  not  relevant  at  this  time 
due  to  the  rapidly  changing  international  environmental 
situation.  The  Department  intends  to  propose  legislation 
that  would  repeal  this  annual  reporting  requirement. 
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Request  to  0MB 


QUESTION: 


What  was  your  initial  request  to  the  Department  and  to  0MB, 
what  items  were  eliminated  from  those  requests,  and  what 
will  be  the  impact  of  those  reductions  on  your  ongoing 
operations?  Please  provide  details  for  the  record,  if 
necessary. 

ANSWER: 

ITA's  initial  request  submitted  to  the  Department  totalled 
$284.7  million.  Our  submission  to  0MB  totalled  $270.2 
million. 

Differences  between  the  Departmental  and  0MB  requests  are 
as  follows: 

—    Building  American  Market  Share  in  the  East  Asia 
Pacific  Region: 

$2.5  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

Post    NAFTA    Western    Hemisphere    Trade 

Liberalization: 

$0.5  million  in  the  Departmental  request 

Not  included  in  the  0MB  request 

Environmental  Technologies: 

$6.6  million  in  the  Departmental  request 

$5.6  million  in  the  0MB  request  and  listed  as 

Environmental  Technologies  Trade  Expansion 

Support  for  Critical  Growth  Markets: 
$3.0  million  in  the  Departmental  request 
Included  within  the  Enhanced  Global  Network 
request  in  the  0MB  submission 

U.S. -Japan  Economic  Framework: 

$0.7  million  in  the  Departmental  request 

Not  included  in  the  0MB  request 

Enhanced  Trade  Finance  Support: 
$1.5  million  in  the  Departmental  request 
Included  in  the  Enhanced  Global  Network  request 
in  the  0MB  submission 

Trade  and  Technology  Integration  Initiative: 
$4.3  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 
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Ensure   Expanded   Commercial   Benefits   from 

Multilateral  Trade: 

$1.3  million  in  the  Departmental  request 

Not  included  in  the  0MB  request 

—  Physical  Security; 

$2.1  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

—  Defense  Conversion; 

$2.1  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

Trade  Information  System; 

$2.2  million  in  the  Departmental  request 

$0.9  million  in  the  0MB  request  and  listed  as 

Trade  Policy  Information  System 

—  Eastern  Europe  Business  Information  Center: 
$0.8  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

Increase  of  AD/CVD  Program  Resources; 
$3.0  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

—  Eurasia  Market  Opening  Initiative; 

$0.3  million  in  the  Departmental  request 
Not  included  in  the  0MB  request 

Enhanced  Global  Network; 

Not  specifically  stated  in  the  Departmental 

request  but  related  to  Support  for  Critical 

Growth  Markets,  Enhanced  Trade  Finance  Support, 

and  Defense  Conversion 

$15.3  million  in  the  0MB  request 

Differences  between  the  0MB  submission  and  the  President's 
Budget  are: 

—  Enhanced  Global  Network: 

$15.3  million  in  the  Departmental  request 
$11.3  million  in  the  President's  Budget 

—  Environmental  Technologies  Trade  Expansion; 
$5.6  million  in  the  0MB  request 

$4.1  million  in  the  President's  Budget 

—  Consortia  of  American  Businesses  in  the  Newly 
Independent  States  (CABNIS) ; 

Not  included  as  a  decrease  in  the  0MB  request 
$1.6  million  decrease  in  the  President's  Budget 
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CIMS  /NTDB  . Office    Automation. and 

Communications ; 

Not  included  as  decrease  in  the  0MB  request 

$2.0  million  decrease  in  the  President's  Budget 

Additionally,  the  funding  decrease  associated  with  the 
Executive  Order  on  FTE  reduction  increased  from  $600 
thousand  in  the  Departmental  request  to  $789  thousand  in 
both  the  0MB  request  and  the  President's  Budget. 

Status  of  Appointments 
QUESTION: 

What  is  the  status  of  appointments  to  the  various 
management  positions  in  ITA? 

ANSWER: 

The  following  lists  the  current  status  of  appointments  to 
ITA  management  positions: 

PAS  Positions: 

Filled 

Under  Secretary 

Assistant  Secretary  for  Import  Administration 

Assistant  Secretary  for  International  Economic  Policy 

Appointments  Pending 

Assistant  Secretary  for  Trade  Development 

Assistant  Secretary  and  Director  General  for  U.S.  &  Foreign 
Commercial  Service 

Non-Career  SES: 

Filled 

Deputy  Under  Secretary  for  International  Trade  Policy 

Development 

Counselor  to  the  Department 

Deputy  Assistant  Secretary  for  US&FCS 

Deputy  Assistant  Secretary,  Domestic  Operations,  US&FCS 

Deputy  Assistant  Secretary  for  Trade  Development 

Director,  Office  of  Export  Promotion  Coordination 

Deputy   Assistant   Secretary,   Technology   &   Aerospace 

Industries,  TD 

Deputy  Assistant  Secretary,  Service  Industries  &  Finance, 

TD 

Deputy  Assistant  Secretary,  Basic  Industries,  TD 

Deputy  Assistant  Secretary,  Textiles,  Apparel  &  Consumer 

Goods,  TD 

Deputy  Assistant  Secretary,   Environmental  Technologies 

Exports,  TD 

Deputy  Assistant  Secretary  for  Import  Administration 

Deputy  Assistant  Secretary  for  Investigations,  lA 

Deputy  Assistant  Secretary  for  East  Asia  and  the  Pacific, 

lEP 
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Vacant 

Deputy  Assistant  Secretary  for  International  Economic 

Policy 

Deputy  Assistant  Secretary  for  Africa,  Near  East,  South 

Asia,  lEP 

Director,  Office  of  Export  Trading  Company  Affairs,  TD 

DAS  for  Export  Promotion  Services,  US&FCS 

Career  SES: 
Filled     19 
Vacant     0 


Administrative  and  FTE  Reductions 


QUESTION: 


How  has  ITA  been  affected  by  the  President's  executive 
orders  on  administrative  and  FTE  reductions,  and  what  is 
the  impact  of  these  reductions  on  your  ongoing  operations? 

ANSWER: 

ITA  was  reduced  by  $789  thousand  as  a  result  of  the 
President's  executive  order  on  Administrative  savings.  A 
reduction  of  $2,029  million  and  36  FTE  was  taken  for  the 
FTE  savings  executive  order. 

These  reductions  have  limited  our  ability  to  increase 
advocacy  support.  They  also  reduced  our  ability  to  hire 
and  deploy  foreign  field  officers  needed  in  critical  growth 
markets  abroad.  Finally,  we  cut  our  participation  in  a 
cooperative  education  program  for  college  students,  from  22 
FTE  down  to  11  FTE. 

U.S.  and  Foreign  Commercial  Service 

QUESTION: 

You  are  requesting  an  increase  of  $11.3  million  and  12  FTE 
for  the  Enhanced  Global  Network  initiative.  Please  tell 
the  Committee  more  about  this  proposal.  How  is  this 
concept  different  from  your  existing  method  of  doing 
business  at  ITA? 

ANSWER: 

It  differs  from  our  existing  method  of  doing  business  in 
several  ways.  First,  it  is  much  more  focused.  It  reflects 
a  coherent  USG  strategic  vision  that  allocates  new 
resources  consistent  with  geographic  and  sectorial 
priorities  (e.g.  big  emerging  markets,  primarily  in  East 
Asia  and  Latin  America;  big  emerging  sectors,  such  as 
information  services/ telecommunications,  environmental 
technologies,  etc.).  In  addition,  special  projects  of  high 
priority  will  include  Japan,  Russia  and  South  Africa. 


1159 


Second,  we  are  asking  for  a  selective,  targeted  increase 
for  our  domestic  field  staff.  This  will  add  staff  to 
offices  which  have  large  concentrations  of  small  and 
medium-size  firms  making  the  transition  from  defense 
industry  production,  as  well  as  offices  which  have  firms 
which  can  most  benefit  from  our  increased  presence  in 
critical  growth  markets  such  as  China  and  Indonesia.  It 
has  been  some  time  since  we  asked  for  additional  domestic 
resources  which  we  believe  are  essential  to  the  functioning 
of  the  US&FCS  network  as  a  whole. 

Third,  these  activities  reflect  a  new  strategy  of  expanded 
cooperation  within  the  department,  as  well  as  with  our  TPCC 
partners.  For  example,  in  implementing  our  domestic 
increase  we  plan  to  increase  cooperative  efforts  with  the 
National  Institute  of  Standards  and  the  Economic 
Development  Agency. 

Finally,  this  request  also  reflects  TPCC  and  National 
Performance  Review  objectives  for  the  elimination  of 
overlap  and  duplication.  Commerce  is  now  the  lead  overseas 
agency  in  coordinating  the  collection  of  timely,  accurate 
information  for  U.S.  exporters  of  manufactured  goods  and 
services  wherever  Commerce  is  present.  To  meet  this  need, 
and  do  so  cost  effectively,  a  portion  of  our  overseas 
request  provides  resources  for  a  number  of  new  FSN-only 
posts,  in  regions  such  as  Africa,  where  US&FCS  has  only  a 
minimal  presence.  Officers  from  our  US&FCS  posts  in  the 
region  will  provide  supervision  for  these  posts'  research, 
trade  contact  and  trade  event  activities.  The  TPCC  also 
encouraged  Commerce  to  spend  more  resources  on  training  its 
officers  and  staff  to  equip  them  to  respond  effectively  to 
U.S.  exporters.  This  increase  explicitly  requests  funding 
for  this  purpose.  We  had  not  identified  training  as  an 
explicit  need  in  past  budget  requests. 

QUESTION: 

Page  81  of  your  budget  justifications  indicates  that  you 
will  "selectively  augment"  your  domestic  and  overseas 
staff.  Where  would  additional  staff  be  placed,  and  what 
are  the  criteria  for  determining  the  placement  of  these 
increased  resources?  Please  provide  details  for  the  record 
if  unavailable  at  this  time. 

ANSWER: 

In  general,  US&FCS  resource  allocation  decisions  are 
closely  tied  to  the  results  of  the  US&FCS  Overseas  and 
Domestic  Resource  Allocation  Models  —  which  assess 
relative  export  potential  ~  to  get  the  most  "bang-for-the- 
buck."  Recently,  the  Overseas  Model  has  been  modified  to 
reflect  National  Export  Strategy  recommendations  in 
general,  and  new  initiatives,  such  as  our  Big  Emerging 
Markets  (BEM) .  Options  are  being  explored  for  similar 
modifications  to  the  Domestic  Model. 
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Overseas  staff  allocations  reflect  National  Export  Strategy 
recommendations  to  focus  resources  strategically.  This 
includes  reallocating  existing  resources:  to  regional 
arrangements  where  appropriate  (e.g.,  Southern  Africa, 
Nordic  countries);  to  the  Big  Emerging  Markets  (e.g..  East 
Asia/Pacific  and  Latin  America) ;  and  to  markets  where  there 
are  few  private  sector  or  other  alternatives  to  the 
business  facilitation  and  support  services  provided  by  the 
US&FCS.  Therefore,  we  plan  to  allocate  the  lion's  share  of 
increases  in  East  Asia/Pacific  and  Latin  American  markets, 
while  streamlining  the  US&FCS  presence  in  European  and 
Africa/Near  East/South  Asian  markets  by  establishing 
regional  hubs,  providing  a  more  efficient  use  of  resources. 

Domestically,  specific  staffing  decisions  are  guided  by  the 
results  of  the  Domestic  Model  (i.e.,  export  potential)  as 
well  as  considerations  for  an  efficient  distribution  of 
resources  in  support  of  trade  development,  USG  trade 
policy,  and  export  promotion  program  delivery. 

Defense  Conversion  Activities 

QUESTION: 

Part  of  your  requested  increase  for  US&FCS  is  targeted 
toward  defense  conversion  activities.  What  is  ITA's  role 
in  defense  conversion  efforts,  and  what  is  the  relationship 
of  ITA's  efforts  with  those  of  the  Economic  Development 
Administration  (EDA)  and  the  Bureau  of  Export 
Administration  (BXA)  within  the  Department  of  Commerce? 

ANSWER: 

The  major  thrust  of  US&FCS  defense  conversion  activities  is 
to  increase  exports  of  U.S.  firms  making  the  transition 
from  defense  production  to  production  and  marketing  of 
commercial  products.  At  present,  efforts  include  extensive 
cooperation  with  EDA  and  BXA. 

Domestically,  US&FCS  cooperates  with  EDA,  as  well  as  other 
public/private  entities,  to  support  EDA-funded  defense 
conversion  assistance  programs  in  local  communities.  This 
includes  extensive  work  with  defense  firms  that  have 
developed  new  commercial  products,  or  are  in  the  process  of 
doing  so,  to  identify  export  markets  and  develop  company- 
specific  marketing  strategies.  US&FCS  is  also  listed  as  a 
source  of  Federal  assistance  on  EDA's  Office  of  Economic 
Conversion  Information  electronic  clearinghouse.  Our 
relationship  with  BXA  is  complementary  —  working  with 
companies  to  ensure  that  export  licensing  requirements  are 
understood  and  integrated  into  export  marketing  strategies. 

Currently,  the  Office  of  Domestic  Operations  devotes  two 
trade  specialists  full-time,  in  California,  to  the  Defense 
Commercialization  effort.  If  approved,  our  increase  would 
permit  us  to  place  additional  staff  in  up  to  six  states 
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which  have  high  concentrations  of  firms  making  the 
conversion.  In  addition,  US&FCS  overseas  efforts  will 
include  the  use  of  unfunded  FTE  or  contract  personnel  to 
selectively  augment  overseas  staff  in  up  to  three  countries 
identified  as  the  most  promising  markets  for  these  firms. 

QUESTION: 

Your  requested  increase  for  this  activity  is  $1.5  million. 
Will  you  transfer  any  base  resources  for  this  initiative  as 
well,  and  if  so,  from  what  programs  will  you  transfer  the 
funding? 

ANSWER: 

The  US&FCS  is  not  planning  to  transfer  base  resources, 
other  than  what  is  currently  devoted  to  this  activity. 

CABNIS  Grant  Program 

QUESTION: 

You  are  proposing  to  terminate  funding  for  the  Consortia  of 
American  Businesses  in  the  Newly  Independent  States 
(CABNIS)  program.  A  total  of  12  CABNIS  consortia  have  been 
established  with  the  funds  provided  to  AID  and  the  ITA 
since  1992.  Why  is  the  Administration  proposing  to 
eliminate  this  program  in  FY  1995? 

ANSWER: 

The  Administration  feels  that  the  establishment  of  12 
consortia  is  sufficient  at  the  current  time  and  proposes 
that  no  new  additional  consortia  be  funded.  ITA  will 
evaluate  the  progress  and  success  of  the  consortia  and 
determine  whether  additional  funding  will  be  sought  for  FY 
1996  and  beyond. 

QUESTION: 

Where  are  these  12  consortia  offices  located,  and  what 
specific  industries  do  these  consortia  represent? 

ANSWER: 

There  are  currently  9  CABNIS  grantees  operating  with  an 
additional  3  grants  to  be  awarded  during  FY  1994. 

Headquartered  in  Moscow.  Russia: 

o  The  American  Building  Products  Export  Council  (and 
joint  recipient.  Home  Builders  Institute)  ,  Washington, 
D.C. 

o  The  American  Graduate  School  of  International 
Management,  Glendale,  AZ   (The  consortium  focuses  on 
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environmental   and   natural   resource   management 

technologies. ) 
o    Food  Processing  Machinery  &  Supplies  Association, 

Alexandria,  VA 
o    Semiconductor  Equipment  and  Materials  International, 

Mt.  View,  CA 
o    Telecommunications  Industry  Association,  Washington, 

D.C. 
o    World  Trade  Center  Association  of  Orange  County, 

Irvine,  CA 

(The  consortium  assists  the  U.S.  information  systems 

industry. ) 
o    The  American-Russian  Technology  Association,  New  York, 

NY 

(The    consortium    promotes    U.S.    electronics, 

particularly   computers,   semiconductor   equipment 

devices  and  related  production  equipment.) 

Headquartered  in  St.  Petersburg.  Russia; 

O  The  Port  Authority  of  New  York  &  New  Jersey,  New  York, 
NY 

(The  consortium  office  in  St.  Petersburg  serves  as  a 
business  training  institute  and  trading  company.) 

Headquartered  in  Khabarovsk.  Russia: 

O  World  Trade  Center  Alaska/The  University  of  Alaska, 
Anchorage,  AK  (The  consortium  will  promote  increased 
exports  of  member  products  to  the  NIS  through  the 
Russian  Far  East.) 

Several  grantees  plan  to  establish  satellite  offices  in 
Minsk,  Belarus  and  Kiev,  Ukraine,  while  others  are 
exploring  commercial  opportunities  in  resource  rich  Central 
Asia. 

QUESTION: 

Do  you  consider  the  program  to  have  been  a  success?  On 
what  criteria  do  you  make  that  evaluation? 

ANSWER: 

Although  still  relatively  new,  based  on  progress  report 
data,  the  CABNIS  grantees  have  already  facilitated  an 
estimated  $9.3M  in  U.S.  business,  a  value  roughly  double 
the  Federal  funds  cost  of  the  program.  Through  their 
offices  in  the  NIS,  CABNIS  grantees  provide  consortia 
members  and  other  interested  U.S.  firms  with  export 
facilitation  services.  Consortia  staff  also  conduct 
commercial  and  educational  activities  to  enhance  private 
sector  development. 

U.S.  firms  benefit  from  working  together  in  a  consortium  to 
enter  the  NIS  markets.  CABNIS  consortia  remove  many  of  the 
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obstacles  to  exporting  in  the  NIS  for  small  and  medium- 
sized  firms.  By  pooling  commercial  expertise  and  other 
resources,  companies  that  otherwise  could  not  enter  the 
market  are  able  to  gain  a  competitive  foothold. 

The  following  examples  illustrate  how  CABNIS  consortia  are 
positioned  to  create  commercial  opportunities  for  their 
member  firms.  Such  commercial  opportunities  might 
otherwise  be  inaccessible  to  U.S.  firms  without  a  regional 
presence. 

The  recent  signing  of  a  Memorandum  of  Understanding  (MOU) 
between  The  American  Graduate  School  of  International 
Management  ("Thunderbird")  ,  a  CABNIS  grantee  promoting  U.S. 
environmental  technology,  and  Russia's  Green  Cross 
organization  is  part  of  an  effort  to  organize  environmental 
clean-up  projects.  The  MOU  focuses  on  how  American 
technology  and  services  can  be  utilized. 

The  Telecommunications  Industry  Association  (TIA) 
consortium  is  acting  as  a  single  voice  in  the  NIS  for  U.S. 
member  firms  resulting  in  access  to  lucrative 
telecommunications  opportunities.  For  example,  the 
consortium  is  working  with  Russian  officials  on  the  50x50 
project  (an  effort  to  link  50  Russian  cities  with  50,000 
kilometers  of  fiber-optic  cable)  and  is  seeking  U.S. 
companies  and  public  sector  organizations  that  might  be 
interested  in  participating. 

The  World  Trade  Center  Association  of  Orange  County,  which 
represents  U.S.  information  systems,  focuses  on  marketing 
member  products  through  technical  demonstration  seminars 
and  trade  shows.  As  a  result  of  the  consortium's  efforts, 
a  member  firm  recently  experienced  its  two  strongest  sales 
quarters  in  the  NIS;  while  another  member  will  sign  on  at 
least  four  Russian  distributors  this  spring  in  order  to 
meet  market  demand  for  its  products. 

In  FY  1994  ITA  requested  and  received  an  increase  in  its 
appropriation  to  make  an  additional  three  CABNIS  awards 
during  FY  1994.  These  awards  should  be  made  in  the  fourth 
quarter. 

Import  Administration 
QUESTION: 

What  (if  any)  new  duties  will  the  Import  Administration 
(lA)  be  responsible  for  in  light  of  the  Framework  agreement 
with  Japan?  Are  resources  requested  in  this  budget  to 
address  these  new  duties? 

ANSWER: 

Import  Administration  has  been  involved  to  a  limited  extent 
in  the  U.S. -Japan  Framework  Agreement  with  respect  to 
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machine  tools.  We  anticipate  our  involvement  to  continue. 
If  machine  tools  become  a  more  active  part  of  the  Framework 
discussions,  however,  we  would  have  to  dedicate  additional 
resources  to  complete  any  new  duties  effectively. 

QUESTION: 

What  is  the  status  of  the  backlog  of 
Antidumping/countervailing  duty  cases  in  FY  1994?  What  are 
your  projections  for  FY  1995? 

ANSWER: 

In  the  last  several  years,  we  have  made  significant 
progress  in  reducing  the  AD/CVD  backlog  of  administrative 
reviews,  scope  inquiries,  and  billing  protests.  The  number 
of  backlogged  reviews  decreased  from  210  in  September  1990, 
to  approximately  85  today.  The  scope  backlog  was 
eliminated  in  March  1992,  but  the  number  of  backlogged 
scope  inquiries  has  recently  risen  back  to  8 .  Of  the  656 
backlogged  protests  in  January  1992,  7  remain. 
In  the  short  term,  the  backlog  is  likely  to  decrease; 
however,  the  long  term  outlook  is  less  predictable.  This 
is  due  primarily,  though  not  exclusively,  to  four  factors: 
resource  constraints,  administrative  reviews  of  the  steel 
orders,  court  remands  resulting  from  already  completed 
backlogged  cases,  and  implementing  legislation  from  the 
Uruguay  Round. 

Whereas  lA  has  been  able  to  hire  a  significant 
number  of  new  analysts,  and  our  recent  acquisition  of  more 
powerful  personal  computing  equipment  reduces  our  reliance 
on  costly  mainframes,  lA  is  still  faced  with  resource 
constraints,  particularly  in  light  of  planned  government- 
wide  FTE  reductions. 

The  AD/CVD  caseload  continues  to  increase  and  may 
jump  dramatically  in  August  1994  when  the  first  opportunity 
to  request  administrative  reviews  of  the  32  steel  orders 
will  occur.  The  requests  could  result  in  over  100 
separate,  additional  company /product  analyses. 

Many  analysts  have  also  been  required  to  address 
court  remands  which  resulted  from  litigation  associated 
with  the  completion  of  numerous  previously  backlogged 
reviews.  These  remands  will  most  likely  increase  as  we 
continue  to  eliminate  our  backlog. 

Import  Administration  will  also  be  heavily 
involved  in  the  implementation  of  legislation  resulting 
from  the  Uruguay  Round  of  the  GATT.  This  implementation 
will  likely  result  in  numerous  "sunset"  reviews  which  will 
further  increase  lA's  overall  workload. 

Import  Administration  remains  committed  to  virtually 
eliminating  its  backlog  by  the  end  of  FY  1995,  and  the 
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outlook  for  the  remainder  of  FY  1994  is  very  good. 
However,  it  is  difficult  to  predict  results  for  FY  1995  for 
the  above-stated  reasons.  Whereas  Import  Administration's 
intensive  efforts  to  eliminate  the  AD/CVD  administrative 
review  backlog  have  shown  significant  success,  and  continue 
to  do  so,  many  indefinite  factors  still  remain  which  could 
cause  lA  to  reallocate  resources  and,  hence,  fall  short  of 
its  stated  goal. 

QUESTION: 

What  has  been  the  impact  of  recent  trade  agreements  — 
NAFTA  and  GATT  —  on  lA's  workload? 


ANSWER: 

The  increase  in  lA's  workload  resulting  from  the 
implementation  of  NAFTA  is  likely  to  be  modest.  The 
primary  increased  burden  will  arise  from  an  expected 
greater  number  of  panel  reviews  of  lA  antidumping  (AD)  and 
countervailing  duty  (CVD)  determinations,  and  will  fall  on 
the  Chief  Counsel's  office  and  the  lA  resources  which 
support  such  litigation  activity. 

There  will,  however,  be  a  significant  increase  in  lA's 
workload  as  a  result  of  the  new  GATT  Antidumping  and 
Subsidy  Codes  which  emerged  from  the  Uruguay  Round.  Most 
significantly,  the  new  requirement  for  "sunset"  reviews, 
under  which  AD  and  CVD  orders  will  expire  after  five  years 
unless  reviews  determine  that  dumping  margins/ subsidies  and 
injury  are  likely  to  continue  or  recur,  will  impose  a  great 
burden  on  lA.  This  will  be  most  onerous  as  the 
approximately  4  00  existing  orders  become  subject  to  reviews 
within  five  years  after  the  new  Codes  take  effect,  but  will 
continue  as  each  new  order  reaches  its  fifth  anniversary. 

A  number  of  other  new  provisions  will  add  to  the  existing 
burden  on  lA.  These  include  procedures  relating  to 
standing  and  requirements  relating  to  expedited  reviews  of 
voluntary  respondents.  In  addition,  increased  efforts  will 
be  required  in  connection  with  verification  and  monitoring 
of  foreign  subsidies. 

Finally,  the  adoption  of  a  binding  dispute  settlement 
mechanism  for  these  Codes  almost  certainly  will  increase 
the  frequency  and  number  of  GATT  challenges  to  I A 
determinations  and  correspondingly  increase  the  burden  upon 
the  Chief  Counsel's  office  and  the  lA  resources  which 
support  such  dispute  settlement  processes.  While  it  is 
impossible  to  quantify  the  overall  effect  such  changes  will 
have  upon  lA's  workload,  it  is  clear  that  the  increased 
burden  will  be  significant. 
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QUESTION: 

What  is  the  status  of  the  Foreign  Trade  Zone  (FTZ)  program? 
Does  lA  have  the  responsibility  to  review  FTZs  and  remove 
the  FTZ  designation?  If  so,  what  are  the  criteria  for  the 
review,  and  what  actions  would  cause  a  change  in  status  for 
FTZs? 

ANSWER: 

There  are  currently  195  FTZ  projects  (in  48  states) ,  most 
of  which  are  sponsored  by  port  authorities  and  state  and 
local  government  entities.  These  projects  include  252 
special-purpose  subzones  sites  for  manufacturing  and 
processing  activity.  The  main  industries  using  zones  for 
manufacturing  are  autos,  shipyards,  oil  refineries, 
computer  and  office  equipment,  pharmaceuticals,  and  food 
products  (export) .  Over  80  percent  of  subzones  are  at 
plants  owned  by  U.S.  companies. 

Merchandise  shipments  into  zones  increased  in  FY  1992  to 
$93.8  billion  ($90.1  billion  in  FY  1990).  Almost  80 
percent  of  the  merchandise  was  domestic  ($73.5  billion). 
Foreign  status  merchandise  increased  to  $20.3  billion 
($19.4  billion  in  FY  1990) .  The  reason  for  the  high  levels 
of  domestic  merchandise  is  that  about  90  percent  of  zone 
activity  involves  manufacturing  at  domestic  plant  sites, 
using  a  high  level  of  domestic  components.  Exports 
remained  in  the  $11  billion  range. 

There  are  currently  65  applications  pending  with  the  Board, 
which  involve  11  proposals  for  new  zones,  39  for  subzones. 
The  remainder  involve  changes  to  existing  zones. 

The  Foreign-Trade  Zone  (FTZ)  Staff  which  receives  and 
processes  FTZ  applications  is  part  of  lA.  The  staff 
conducts  reviews  on  new  zone  applications  and  prepares 
reports  with  recommendations  for  FTZ  Board  actions. 
Existing  zone  activity  is  subject  to  monitoring  and  may  be 
reviewed  at  any  time  to  determine  whether  there  are  changed 
circumstances  that  raise  public  interest  questions.  If, 
for  example,  evidence  were  to  indicate  that  zone  procedures 
were  delaying  shifts  to  domestic  sourcing  at  a  plant  with 
subzone  status,  there  would  be  grounds  for  the  FTZ  Board  to 
consider  the  curtailment  of  zone  authority. 

The  FTZ  Board  has  authority  to  revoke  zone  operational 
authority  for  cause,  including  findings  of  changes  in  trade 
policy,  changed  economic  circumstances,  or  for  violations 
of  the  FTZ  Act,  regulations,  or  restrictions  in  Board 
Orders.  Also,  U.S.  Customs  can  revoke  a  zone  user's 
authority  based  on  Customs  violations. 
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Commercial  Information  Management  System 

QUESTION: 

What  is  the  current  status  of  the  installation  of  the 
Commercial  Information  Management  System  (CIMS)  in  overseas 
and  domestic  sites? 

ANSWER: 

All  domestic  and  nearly  overseas  sites  have  received  new 
PCs,  printers,  office  automation  tools  and  CIMS.  The  only 
sites  remaining  to  be  installed  are  Lagos  (due  to  political 
unrest)  ,  and  most  of  the  NIS  sites  (due  to  construction 
delays) .  Moscow,  however,  is  completed.  We  did  not  have 
sufficient  funding  to  provide  a  workstation  to  every 
professional  user  in  FY  1993,  so  we  are  providing 
additional  PCs,  printers  and  networks  to  many  sites  this 
fiscal  year.  This  should  significantly  improve  our  ability 
to  access  and  use  CIMS. 

QUESTION: 

How  many  sites  will  have  the  latest  version  of  CIMS 
installed  and  operating  by  the  end  of  the  fiscal  year  1994? 

a.  How  many  sites  will  have  the  National  Trade  Data 
Bank  available  by  the  end  of  FY  1994? 

b.  Have  these  installation  plans  changed  from  what 
was  planned  as  of  a  year  ago? 

ANSWER: 

We  expect  to  have  the  latest  version  of  CIMS  installed  and 
operating  at  70  domestic  offices  and  136  overseas  offices 
by  the  end  of  the  fiscal  year. 

a.  All  sites  will  have  the  National  Trade  Data 
Bank. 

b.  Our  plans  have  not  changed  significantly  from  a 
year  ago,  although  we  have  encountered 
scheduling  delays  with  the  NIS  sites  due  to  the 
need  to  finalize  office  space.  While  we  may  not 
be  able  to  complete  a  full  implementation  of  the 
entire  automation  platform  at  some  of  the  NIS 
sites  this  year,  we  expect  to  have  CIMS 
available  on  at  least  one  PC  at  each  location. 

QUESTION: 

What  is  the  current  status  of  the  electronic  mail  system 
project?  Are  you  experiencing  any  ongoing  problems  with 
that  system? 
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ANSWER: 

In  recent  months  the  rate  at  which  we  are  adding  overseas 
posts  to  the  US&FCS  E-Mail  network  has  been  increasing.  In 
addition,  the  scheduling  information  provided  by  the  State 
Department  is  now  much  more  reliable  and  more  frequently 
updated.  We  now  have  79  overseas  posts  on  E-Mail.  With 
the  exception  of  NIS  offices,  the  rest  are  scheduled  for 
activation  by  the  end  of  this  year.  Our  ability  to 
coordinate  daily  operations  and  new  installations  with  the 
State  Department  has  greatly  improved. 

QUESTION: 

What  is  the  status  of  implementing  the  CIMS  system  at  ITA 
headquarters? 

ANSWER: 

The  PCs,  printers  and  office  automation  tools  needed  to 
support  CIMS  use  by  the  field  offices  are  also  needed  at 
headquarters.  Now  that  the  field  implementation  is 
virtually  complete,  we  have  begun  to  upgrade  headquarters. 
This  fiscal  year  we  will  provide  new  PCs,  printers, 
networks  and  an  array  of  office  automation  tools  to 
approximately  250  users  at  US&FCS  HQ.  Once  this  phase  is 
complete,  we  will  analyze  the  additional  application 
systems  that  are  needed  to  meet  specific  HQ  requirements, 
including  CIMS+  access. 

To  date  we  have  completed  the  design  of  the  basic  HQ 
system,  set  up  a  prototype  for  evaluation,  installed  the 
first  network  and  10  PC  workstations,  and  trained  the  first 
"pilot"  group  of  users.  We  expect  to  complete  this  phase 
of  the  US&FCS  HQ  automation  upgrade  by  the  end  of  FY  1994. 

QUESTION: 

Are  the  FCS  offices  overseas  experiencing  any  problems  in 
communicating  with  their  State  Department  counterparts 
within  the  embassies?  Please  provide  any  specific  details 
for  the  record. 

ANSWER: 

US&FCS  posts  would  like  to  be  able  to  exchange  E-Mail  with 
their  State  Department  counterparts,  but  security  and 
technical  compatibility  issues  are  yet  to  be  addressed. 
This  has  forced  the  US&FCS  to  maintain  separate 
workstations  at  some  locations  simply  to  send  E-Mail  to 
State  Department  staff  or  to  send  cables  to  the 
telecommunications  center  for  transmission.  This  is  costly 
and  time  consuming.  It  should  be  noted  that  this  situation 
is  not  unique  to  the  US&FCS;  other  agencies  with  overseas 
offices  have  similar  problems. 
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Trade  Information  Center 

QUESTION: 

What  is  the  status  of  the  Trade  Information  Center  "800" 
number  program?   What  is  in  the  request  for  this  program? 

ANSWER: 

The  Trade  Information  Center  receives  approximately  1,500 
calls  from  businesses  nationwide  each  week,  a  50  percent 
increase  since  last  year.  We  expect  a  10  to  20  percent 
increase  in  calls  by  next  year  while  operating  the  Center 
at  the  same  funding  level  as  in  FY  1994. 

Center  staff  guides  callers  through  the  export  process  and 
advises  them  on  how  to  locate  and  use  TPCC-wide  export 
assistance  programs,  including  those  that  provide:  1) 
International  Market  Research  and  Trade  Leads;  2)  Overseas 
and  Domestic  Trade  Events  and  Activities;  3)  Export 
Financing;  4)  Export  Licenses  and  Controls;  and  5)  Federal 
Environmental  Export  Promotion  Programs  and  Assistance. 

The  Center  maintains  a  database  of  companies  who  call  for 
advice  and  counseling.  The  database  includes  specific 
information  on  each  company,  including  size  of  company, 
level  of  export  experience,  geographic  area  of  interest, 
and  industry  sector  affiliation.  This  information  is 
provided  to  other  internal  units  of  the  International  Trade 
Administration  (U.S.  and  Foreign  Commercial  Service,  Trade 
Development,  International  Economic  Policy) ,  TPCC-member 
agencies  (Department  of  Transportation,  Department  of 
Agriculture,  Small  Business  Administration) ,  and  other 
state  and  local  trade  organizations  (U.S.  Chamber  of 
Commerce,  California  State  World  Trade  Commission,  Alabama 
State  Development  Office) .  Recently,  the  Center  developed 
on-line  computer  capabilities,  including  access  to  Internet 
and  bulletin  board  systems,  such  as  FedWorld. 

The  Center  maintains  close  working  relationships  with  ITA 
Public  Affairs  to  publicize  its  services  to  media  outlets. 
The  Center  has  been  mentioned  in  trade  association 
newsletters,  industry  journals,  newspapers,  and  national 
magazines  including  Inc.,  Entrepreneur,  USA  Today,  Hazmat 
World,  The  San  Jose  Mercury  newspaper,  and  the  UPS  Roundup 
newsletter.  The  Center  also  works  with  ITA  Legislative 
Affairs  to  promote  its  services  on  Capitol  Hill.  The 
Center  is  planning  to  mail  promotional  kits  to  the  Members 
of  Congress  in  June  1994. 

The  Center  also  operates  the  Uruguay  Round  Fax-on-Demand 
system  and  serves  as  the  first  point  of  contact  for  general 
information  on  the  North  American  Free  Trade  Agreement, 
tariff  phaseouts  and  rules  of  origin. 
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No  funding  increase  for  the  Center  is  included  in  the  FY 
1995  budget  request. 

QUESTION: 

What  level  of  support  has  been  provided  by  other  agencies 
to  operate  the  Trade  Information  Center  since  its 
inception?  Will  the  other  members  of  the  TPCC  continue  to 
provide  support  to  the  Center  in  FY  1995? 

ANSWER: 

In  June  1993,  A.I.D.  agreed  to  fund  a  U.S. -Asia 
Environmental  Partnership  Specialist  for  the  Center  for  two 
years.  No  other  TPCC-member  agencies  have  contributed 
personnel  or  financial  resources  to  the  Center. 

North  American  Free  Trade  Agreement 

QUESTION: 

What  amounts  are  included  in  this  request  to  support 
implementation  of  NAFTA?  How  does  the  request  compare  to 
funding  allocated  for  NAFTA  implementation  in  FY  1994? 

ANSWER: 

We  estimate  $1.7  million  is  included  in  the  FY  1995  base 
budget  for  the  NAFTA  implementation.  FY  1994  fiscal  plans 
contain  $1.7  million  in  support  of  NAFTA  implementation. 

QUESTION: 

Will  ITA  (or  any  other  Commerce  Department  bureau)  be 
responsible  for  any  of  the  funding  of  the  NAFTA  Secretariat 
on  labor?  If  so,  what  amount  is  included  in  this  request? 
Are  funds  being  requested  by  other  agencies  for  the  support 
of  this  secretariat? 

ANSWER: 

ITA  has  not  requested  resources  in  support  of  the  NAFTA 
Secretariat  on  labor.  The  NAFTA  Secretariat  on  labor 
responsibility  rests  with  the  Department  of  Labor. 

QUESTION: 

Under  NAFTA,  ITA  has  the  responsibility  for  the  dispute 
resolution  panels,  instead  of  the  U.S.  Trade  Representative 
as  was  the  case  under  the  U.S. -Canada  Free  Trade  Agreement. 
What  amount  is  in  this  budget  request  for  the  panels,  and 
how  did  you  arrive  at  your  estimate  for  this  request? 
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ANSWER: 


Our  FY  1995  base  contains  approximately  $492,000  for  the 
administration  of  the  NAFTA  Secretariat  transferred  from 
the  U.S. -Canada  Free  Trade  Agreement  Binational 
Secretariat.  No  additional  funding  has  been  requested. 
Since  the  Treaty  was  signed  after  formulation  of  the  FY 
1995  budget,  all  needs  may  not  be  fully  reflected  in  the 
current  resource  base.  Therefore,  as  the  year  progresses, 
we  will  reassess  funding  requirements. 

Headquarters  Office  Automation 

QUESTION: 

What  is  the  status  of  the  ITA  Headquarters  automation 
initiative,  and  what  is  in  this  request  for  that  project? 
Provide  for  the  record  a  breakdown  of  the  request  for  each 
of  the  operating  units  showing  the  amount  requested  for 
software  development,  purchase  of  hardware  and  maintenance 
of  the  network. 

ANSWER: 

No  request  has  been  included  in  this  budget  submission  to 
support  the  ITA-wide  Headquarters  automation  initiative  (a 
portion  of  the  CIMS  request  supports  the  US&FCS 
headquarters  automation  requirements) .  A  budget  initiative 
for  headquarters  automation  was  submitted  and  denied  for 
several  consecutive  years. 

QUESTION: 

When  will  this  automation  effort  be  completed?  What  are 
the  expected  outyear  resource  requirements,  and  how  much 
has  been  spent  on  this  initiative  in  FY  1993  and  planned 
for  FY  1994? 

ANSWER: 

Progress  has  been  made  in  improving  the  automation 
capabilities  of  ITA  headquarters  over  the  past  several 
years.  Because  no  specific  funding  was  approved  for  this 
purpose,  existing  resources  have  been  devoted  primarily  to 
networking  existing  equipment,  rather  than  increasing  the 
number  and  capability  of  personal  computers  or  providing 
office  automation  software. 

By  the  end  of  FY  1994,  all  of  ITA  Headquarters  should  have 
a  basic  electronic  mail  system  in  place.  This  will  provide 
e-mail  exchange  between  all  ITA  headquarters  and  field 
organizations,  as  well  as  between  ITA  and  other  Commerce 
bureaus  (including  the  Office  of  the  Secretary). 
Expenditures  on  network-related  activities  were 
approximately  $2  million  in  FY  1993,  with  the  work  being 
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completed  this  fiscal  year.  No  money  has  been  earmarked 
for  this  activity  in  FY  1994  or  beyond. 

Trade  Policy  Information  System 

QUESTION: 

You  are  requesting  an  increase  of  $911,000  in  FY  1995  to 
create  a  modern,  downsized  replacement  for  the  current 
Trade  Policy  Information  System  (TPIS)  which  is  currently 
located  at  the  National  Institutes  of  Health.  For  what 
reason  will  NIH  no  longer  be  responsible  for  this  computer 
system?  Why  was  the  system  located  at  NIH  in  the  first 
place? 

ANSWER: 

NIH's  Division  of  Computer  Research  and  Technology  has  been 
providing  computer  facilities  (but  not  applications 
systems)  to  Government  agencies  for  many  years  on  a 
reimbursable  basis  as  a  Federal  Data  Processing  Center. 
GSA  withdrew  the  charters  of  all  such  centers.  Acting  upon 
Congressional  and  GSA  direction  NIH  decided  that  it  would 
no  longer  procure  capacity  suitable  for  extra-HHS 
activities.  The  system  started  at  NIH  in  the  1970 's,  when 
teleprocessing  meant  use  of  mainframes  via  "dumb" 
terminals,  and  the  facility  at  NIH  was  exceptionally  cheap 
and  accessible  to  the  various  USG  trade  agencies. 

QUESTION: 

Are  the  funds  requested  only  for  development  of  the  new 
system?  Will  development  costs  continue  in  subsequent 
years?  What  is  the  basis  for  calculation  of  this  request? 

ANSWER: 

The  funds  requested  are  for  development,  including  data 
conversion  and  start-up.  Increased  funding  requirements  of 
approximately  $350,000  remain  in  FY  1996,  and  approximately 
$15,000  in  FY  1997.  In  the  following  years  the  cost  of 
maintenance  and  operation  will  be  approximately  the  same  as 
we  now  incur.  FY  1996  is  so  expensive  because  of  the  need 
to  operate  the  old  system  while  the  new  one  is  brought  on- 
line and  tested.  The  costs  were  calculated  from  known 
current  expenses  and  estimates  of  systems  development  and 
equipment  costs,  using  corporate  experience  and  vendors' 
hardware  specifications. 

QUESTION: 

What  will  be  the  annual  cost  of  maintaining  this  system, 
and  will  ITA  be  the  only  agency  contributing  to  that  cost? 
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ANSWER: 

By  FY  1998  the  annual  cost  of  operating  this  system, 
including  personnel,  data,  and  all  user  support  and 
services  such  as  hot  line  coverage  and  training,  will 
approximate  the  FY  1994  program  costs  of  $635,000.  Just  as 
client  agencies  now  pay  HHS  for  actual  use  (but  not 
maintenance)  at  NIH,  we  will  charge  other  agencies  for 
their  use  of  the  new  system. 

QUESTION: 

When  would  the  proposed  new  system  be  operational,  and 
would  there  be  any  gaps  in  the  availability  of  trade  policy 
data? 

ANSWER: 

The  new  system  will  become  available  at  the  end  of  FY  1996, 
and  there  will  be  no  gaps  in  the  availability  of  trade 
policy  data. 

Environmental  Technologies  Trade  Expansion 

QUESTION: 

You  are  requesting  an  increase  of  $4.1  million  for  an 
Environmental  Technologies  Trade  Expansion  initiative.  ITA 
plans  to  implement  a  strategic  international  marketing 
program  to  increase  U.S.  exports  of  environmental 
technology,  products  and  services.  Do  you  have  any 
statistics  on  the  current  levels  of  U.S.  exports  in  the 
environmental  technology  area  and  how  that  level  compares 
to  other  countries  such  as  Japan  and  Germany? 

ANSWER: 

Data  for  this  industry  are  difficult  to  assemble  due  to  the 
dual-use  nature  of  many  of  the  products  and  the  fact  that 
much  of  what  this  industry  provides  are  services  for  which 
data  are  not  available.  However,  the  Environmental 
Business  Journal  (EBJ)  estimates  that  for  1992,  total  U.S. 
revenues  were  $134  billion  with  5%  being  exported.  EBJ's 
comparable  numbers  for  Germany  and  Japan  were  $36  billion 
with  31%  exported  and  $21  billion  with  23%  exported 
respectively. 

QUESTION: 

Where  are  the  companies  producing  environmental  products 
and  services  located  geographically  within  the  U.S.?  What 
efforts  will  be  made  domestically  to  increase  the  number  of 
businesses  involved  in  this  field? 
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ANSWER: 

Companies  which  are  involved  in  the  environmental  industry 
exist  in  all  states;  however,  the  highest  levels  of 
concentration  of  these  firms  are  in  California, 
Massachusetts  and  Texas.  This  initiative  will  be  targeted 
mostly  at  small  and  medium-sized  firms  that  are  new  to 
export  or  new  to  exporting  to  a  particular  market.  We  plan 
to  add  personnel  (using  currently  unfunded  positions)  to 
the  US&FCS  district  offices  and  the  export  assistance 
centers  in  areas  where  there  are  high  concentrations  of 
environmental  firms.  In  addition,  we  plan  to  expand  our 
export  counseling  activities,  exploring  new  and  better  ways 
of  providing  country-specific  information,  disseminating 
trade  leads,  and  facilitating  environmental  companies' 
access  to  export  financing  that  is  available  through  the 
U.S.  Government  and  the  multi-lateral  development  banks. 
We  will  also  increase  the  number  of  environmental 
conferences  and  trade  missions  conducted  by  the  Department. 
Finally,  we  intend  to  develop  better  ways  to  measure  the 
performance  of  the  industry  and  the  results  of  U.S. 
Government  efforts  to  increase  exports  of  environmental 
technologies. 

American  Business  Center  Program 

QUESTION: 

What  is  the  status  of  the  American  Business  Center  program 
in  the  former  Soviet  Union?   Have  all  awards  been  made? 

ANSWER: 

An  Interagency  Agreement  with  USAID  for  $5  million  was 
signed  in  May  1993,  enabling  the  Commerce  Department  to 
begin  implementing  the  American  Business  Center  (ABC) 
program.  On  March  25,  1994,  Commerce  signed  a  new 
Interagency  Agreement  with  USAID,  securing  an  additional  $6 
million  to  permit  expansion  of  the  ABC  network.  USAID  has 
made  a  "funds  available"  commitment  for  an  additional  $1 
million  in  FY  1995. 

Five  ABCs  will  be  operated  by  and  located  with  the  U.S.  and 
Foreign  Commercial  Service  (US&FCS)  posts  in  St.  Petersburg 
and  Vladivostok,  Russia;  Kiev,  Ukraine;  Almaty,  Kazakhstan; 
and  Tashkent,  Uzbekistan.  These  ABCs  are  expected  to  be 
open  by  mid-1994. 

Up  to  eight  additional  ABCs  will  be  established  and 
operated  by  private  sector  entities  through  cooperative 
agreements  with  Commerce.  These  ABCs  will  be  located  in 
NIS  cities  with  no  US&FCS  presence.  US&FCS  solicited 
competitive  applications  for  these  ABCs  through  a  Federal 
Register  notice. 
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The  first  two  awards  have  been  made  to  Science  Applications 
International  Corporation  for  an  ABC  in  Novosibirsk,  Russia 
and  to  the  Environmental  Planning  Group  for  one  in 
Nizhnevartovsk,  Russia. 

US&FCS  has  not  been  able  to  make  additional  awards  due  to 
the  delay  in  receiving  the  additional  funding  from  USAID 
this  fiscal  year.  With  the  March  25,  1994  Interagency 
Agreement,  Commerce  expects  to  be  able  to  announce  the  next 
awards  by  May  1994. 

QUESTION: 

Please  provide  for  the  record  a  listing  of  all  American 
Business  Center  grant  recipients  by  location. 

ANSWER: 

Two  cooperative  agreement  awards  have  been  granted  to  the 
following  private  organizations  to  establish  and  operate 
Centers  in  Novosibirsk  and  Nizhnevartovsk,  Russia. 

•  Novosibirsk:  Science  Applications 

International  Corporation 
1710  Goodridge  Drive 
P.O.  Box  1303 
McLean,  Virginia  22102 

•  Nizhnevartovsk:     Environmental  Planning  Group 

205  Park  Avenue 
Barrington,  Illinois  60010 
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INTRODUCTION 

Since  the  Trade  Promotion  Coordinating  Committee's  (TPCC)  Report  to  Congress,  Toward  a 
National  Export  Strategy,  was  issued  on  September  30,  1993,  we  have  been  pursuing  a  three- 
fold approach  to  export  promotion.  First,  we  have  focused  on  implementing  the  65  specific 
recommendations  included  in  the  report.  Second,  we  have  imdertaken  a  number  of  new 
initiatives  in  a  spirit  of  enhanced  interagency  cooperation.  Finally,  we  have  developed  a  strategy 
to  guide  our  future  efforts.  This  first  progress  report  on  TPCC  implementation  sluimiarizes  our 
efforts  in  all  three  areas. 

At  the  outset,  I  wish  to  acknowledge  the  excellent  job  done  by  the  19  agencies  of  the  TPCC 
since  the  report  was  released.  Ken  Brody  at  the  Export-Import  Bank  (Exim  Bank),  Ruth  Harkin 
at  the  Overseas  Private  Investment  Corporation  (OPIC),  Joe  Grandmaison  at  the  Trade  and 
Development  Agency  (TDA),  and  many  others  throughout  the  government  have  given 
tremendous  attention  to  trade  promotion  during  the  past  three  months. 


I,    IMPLEMENTATION  OF  A  NATIONAL  EXPORT  STRATEGY: 
A  PROGRESS  REPORT 

The  TPCC  Report  contained  65  specific  recommendations  aimed  at  improving  and  streamlining 
the  U.S.  Government's  export  promotion  activities  in  a  way  that  will  produce  real  benefits  for 
American  workers  and  the  U.S.  economy  in  the  near  term.  Implementation  across  the 
government  is  moving  forward.  This  report  groups  these  recommendations  into  11  major 
categories  and  summarizes  progress. 


Advocacy 

A  key  mandate  of  the  TPCC  is  to  enhance  advocacy  efforts  across  the  U.S.  Government  on 
behalf  of  U.S.  companies  involved  in  major,  big  ticket  global  competitions.  We  have  created 
a  vehicle  -  the  TPCC  Advocacy  Coordinating  Network  ~  that  will,  for  the  first  time,  coordinate 
U.S.  Government  advocacy  efforts.  The  Network,  chaired  by  Secretary  of  Commerce  Ron 
Brown  or  his  designate,  is  composed  of  representatives  from  the  Departments  of  Energy,  State, 
Transportation,  Treasury,  Labor  and  Defense,  Exim  Bank,  TDA,  OPIC,  the  Environmental 
Protection  Agency  (EPA),  the  Office  of  the  U.S.  Trade  Representative  (USTR),  and  the  Agen-y 
for  International  Development.  Secretary  Brown  convened  the  first  meeting  of  the  Network  in 
December. 

In  accordance  with  the  TPCC  mandate  to  establish  a  central  contact  point  on  Government-wide 
advocacy,  the  Commerce  Department  opened  its  Advocacy  Center  on  November  22.  Staffed 
by  five  employees,  the  Center  employs  a  computerized  tracking  system  and  database  to  monitor 
advocacy  requests,  responses  and  outcomes,  and  to  maintain  information  on  major  project  and 
procurement  opportunities  worldwide.      A  field  of  over  75  possible  major  projects  has  been 
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identified,  and  criteria  are  being  developed  to  select  about  a  dozen  projects  for  the  initial  efforts. 
Projects  chosen  will  be  those  with  potential  big  payoffs  for  American  firms,  and  will  include 
major  infrastructure  undertakings  such  as  power  plants,  airports,  and  transportation  systems  in 
major  emerging  and  developed  country  markets. 

For  each  project,  the  Advocacy  Network,  supported  by  the  Advocacy  Center  and  working  with 
the  private  sector,  will  develop  a  plan  for  coordinated  U.S.  Government  efforts  on  behalf  of 
U.S.  bidders.  Through  the  Advocacy  Network,  all  interested  TPCC  agencies  will  contribute 
resources  from  across  the  U.S.  Government  to  support  individual  advocacy  projects.  The 
Network  will  develop  strategies  that  might,  for  example,  combine  representations  and  letters 
from  senior  officials  at  Commerce  and  State  with  tailored  financing  efforts  from  agencies  like 
Exim  Bank,  OPIC,  or  TDA.  Consultations  have  begun  with  the  private  sector  to  exchange  ideas 
on  the  most  productive  use  of  U.S.  Government  advocacy  resources  and  to  expand  our 
information  on  particular  projects. 


Export  Controls 

Since  September,  we  have  made  progress  in  eliminating  unnecessary  and  ineffective  controls  and 
streamlining  the  export  control  process,  thereby  addressing  the  key  regulatory  obstacle  to 
exporting  identified  in  the  TPCC  report. 

•  Computers:  Much  of  the  computer  decontrol  proposal  in  the  TPCC  report  has  been 
implemented.  When  the  report  was  issued  in  September,  the  United  States  controlled  the 
export  of  computers  operating  at  over  12.5  MTOPS  (million  theoretical  operations  per 
second~a  measure  of  the  processing  speed  of  the  computer).  This  control  level  required 
licensing  authorization  for  ahnost  any  computer  above  the  level  of  a  desktop  personal 
computer  (PC)  and  even  caught  some  PCs.  The  Administration  announced  that  steps 
would  be  taken  to  raise  the  control  level  for  computer  exports  to  most  destinations  to  500 
MTOPS.  When  fully  implemented,  this  will  free  about  $30  billion  of  computer  exports 
per  year  from  the  licensing  requirements. 

On  October  6,  the  Department  of  Commerce  authorized  exports  without  prior 
government  authorization  of  computers  up  to  195  MTOPS  to  most  western  destinations. 
With  the  higher  supercomputer  definition  noted  below,  we  will  expand  this  authorization 
for  western  destinations  to  500  MTOPS  as  soon  as  the  regulation  can  be  published. 

To  make  the  computer  decontrol  effective  to  the  former  "East  Bloc"  countries  and  the 
People's  Republic  of  China  (PRC),  we  need  to  obtain  the  concurrence  of  our  allies  in  the 
Coordinating  Committee  on  Multilateral  Export  Controls  (CoCom).  CoCom  initially 
agreed  to  raise  the  control  level  for  former  East  Bloc  countries  and  the  PRC  to  an  interim 
level  of  67  MTOPS.  Commerce  implemented  this  change  on  December  9.  On 
December  21,  CoCom  agreed  to  a  control  level  of  260  MTOPS.    This  change  will  be 
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implemented  as  soon  as  the  regulation  can  be  published.  We  are  pursuing  further 
discussions  in  CoCom  to  reach  the  500  MTOPS  control  level. 

Supercomputers:  The  Administration  proposed  to  increase  the  definition  of  a 
supercomputer  from  195  to  2000  MTOPS.  As  required  by  our  international  agreements, 
we  have  discussed  this  matter  with  the  Japanese.  On  December  10,  the  Japanese  agreed 
as  an  interim  measure  to  move  the  supercomputer  threshold  to  1500  MTOPS.  We  will 
pursue  further  negotiations  with  the  Japanese  to  attain  the  2000  MTOPS  threshold. 

Telecommunications :  All  of  the  proposed  telecommunications  changes  discussed  in  the 
TPCC  report  were  implemented  on  October  6,  except  for  those  relating  to  shipments  to 
the  former  East  Bloc  countries  and  the  PRC.  We  have  proposed  the  changes  in  CoCom 
and  are  pressing  for  quick  action. 

Procedural  reform:  The  Administration  is  well  along  in  work  to  implement  the 
procedural  recommendations  of  the  TPCC  and  the  proposals  to  clarify  and  simplify 
regulatory  requirements.  We  also  expect  to  incorporate  many  of  the  recommended 
reforms  into  the  renewal  of  the  Export  Administration  Act  (EAA).  An  Administration 
bill  for  the  EAA  will  be  presented  to  the  Congress  in  early  1994. 


Trade  Finance 

Implementation  of  the  recommendations  on  export  finance  ~  a  key  component  of  the  National 
Export  Strategy  -  is  well  under  way.  An  example  of  our  more  flexible  and  aggressive  approach 
to  export  finance  issues  was  seen  in  the  recent  competition  at  the  time  of  the  APEC  meeting  over 
the  Chinese  Guangzhou  metro  competition.  Exim  Bank  moved  quickly  to  counter  tied  aid 
offers  from  foreign  governments  to  help  secure  a  substantial  portion  of  the  contract  for  American 
business. 

•  Tied  Aid:  The  TPCC  is  completing  plans  for  the  implementation  of  the  Capital  Projects 
Aid  Fund.  The  President's  budget  for  FY1995  allocates  $150  million  to  this  Fund,  of 
which  $50  million  was  contributed  by  the  Exim  Bank.  The  Exim  Bank  has  proposed  a 
set  of  policies  and  procedures  that  will  guide  the  use  of  this  fund.  This  proposal  is  being 
reviewed  by  other  TPCC  member  agencies  and  will  be  circulated  to  the  private  sector 
for  comment  in  January. 

•  OPIC:    OPIC  raised  its  per  project  funding  limit  from  $50  to  $200  million. 

•  Working  Capital:  Exim  Bank  and  SB  A  have  reconciled  most  of  the  differences  between 
their  respective  working  capital  programs,  with  final  reconciliation  expected  in  February 
1994.  The  goal  is  to  complete  harmonization  and  streamlining  and  obtain  necessary 
legislative  approval  for  changes  to  working  capital  programs  by  Summer  1994. 
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Feasibility  Studies:  The  transfer  of  feasibility  study  funds  from  the  Overseas  Private 
Investment  Corporation,  the  Exim  Bank,  the  Department  of  Energy,  and  the  Agency  for 
International  Development  to  the  Trade  and  Development  Agency  has  not  taken  place. 
The  TPCC  has  called  upon  the  Office  of  Management  and  Budget,  as  a  neutral  auditor, 
to  identify  the  specific  funds  for  transfer,  in  particular  those  previously  allocated  to  AID, 
and  to  ensure  that  such  transfers  take  place. 

Federal/State  Initiatives:  Co-financing  -  Exim  Bank  has  identified  those  state  and  local 
finance  entities  which  actually  provide  either  funding  or  guarantee  support  with  which 
Exim  Bank  and  SB  A  should  consider  co-financing  agreements.  Completion  of 
agreements  will  follow  harmonization  of  working  capital  programs.  Exim  Bank 
Citv/State  Program  -  Exim  Bank  has  expanded  its  City/State  Program  to  include  New 
Mexico  and  is  undertaking  an  analysis  of  ways  to  improve  the  program. 

Multilateral  Development  Banks  (MDBs):  To  broaden  U.S.  Government  assistance  to 
U.S.  companies  seeking  multilateral  development  bank  procurement  opportunities. 
Commerce  has  created  a  single  office  in  Washington  to  provide  business  counseling  and 
mount  an  aggressive  outreach  effort.  The  office  will  work  closely  with  U.S.  Government 
domestic  field  offices  to  ensure  the  timely  dissemination  of  targeted  information  to  U.S. 
firms.  Additional  Commerce  staffmg  will  be  added  at  the  banks,  both  in  Washington  and 
overseas. 


Domestic  Field  Network:   Export  Assistance  Centers 

Four  U.S.  Export  Assistance  Centers,  integrating  in  a  single  convenient  location  the  export 
marketing  and  finance  services  of  Commerce,  SBA,  and  Exim  Bank,  will  open  in  the  first  two 
months  of  1994  in  Chicago,  Baltimore,  Los  Angeles  and  Miami.  The  one-stop  shops  will 
provide  a  single  point  of  contact  at  the  local  level  for  all  federal  export  promotion  and  finance 
programs.  Co-location  of  these  three  agencies  improves  planning  and  coordination  of  export 
marketing  and  trade  finance  services  and  more  streamlined  delivery  to  businesses.  Each  Center 
will  target  its  services  to  export-ready  firms;  the  Centers  will  work  with  other  local  public  and 
private  sector  export  development  partners  to  ensure  that  a  local  network  is  also  in  place  to 
deliver  timely  and  appropriate  assistance  to  non-export  ready  firms.  A  comprehensive  training 
program  has  been  established  for  all  Center  staff.  The  sites  for  10  additional  Export  Assistance 
Centers  will  be  named  in  June  1994. 

In  addition  to  the  government-staffed  one-stop  shops,  the  TPCC  report  ailso  called  for  the 
creation  of  a  pilot  program  of  private  sector-operated  trade  assistance  centers  to  complement  the 
services  provided  by  the  one-stop  shops.  These  centers  will  provide  needed  services  to  small 
businesses  such  as:  loan  packaging,  market  research,  and  assistance  in  completing  export 
transactions.  Planning  will  begin  in  1994  to  identify  sources  of  government  seed  money  which 
would  allow  us  to  begin  a  pilot  center  in  FY  1995. 
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Resource  Allocation 


Toward  a  National  Export  Strategy  recommends  the  creation  of  a  unified  federal  export 
promotion  budget  for  FY1995.  To  implement  this  recommendation,  0MB  has  been  working 
with  the  appropriate  agencies  to  fashion  a  budget  "cross-cut"  which  will  detail  how  all  federal 
export  promotion  resources  are  allocated  across  agencies.  For  FY1995,  charts  will  be  presented 
which  show  how  resources  are  allocated  by  generic  category  of  activity,  by  major  types  of 
exports  (e.g.,  manufactured  goods,  agricultore,  services)  and  by  geographic  markets.  We 
anticipate  that  this  cross-cutting  resource  allocation  analysis  will  be  refined  in  subsequent 
budgets,  with  increasing  levels  of  detail  reflecting  strategic  decisions  made  in  the  TPCC  process. 

The  NEC  Working  Group  has  developed  three  basic  criteria  for  evaluating  export  promotion 
programs,  with  additional  criteria  to  be  established.  The  three  criteria  are:  (1)  the  "but  for" 
test,  that  is,  this  activity  would  not  occur  but  for  federal  government  participation;  (2)  high-wage 
job  creation;  and  (3)  marginal  increase  in  export  volume  by  sector  or  geographic  target 
attributable  to  incremental  federal  expenditure. 


Environmental  Exports 

On  November  22,  1993,  Secretary  Brown,  Environmental  Protection  Agency  (EPA) 
Administrator  Carol  Browner  and  Energy  Secretary  Hazel  O'Leary  aimounced  the  nation's  first- 
ever  national  export  strategy  for  environmental  technologies.  The  strategy,  called  for  by  the 
President  in  his  Earth  Day  speech  in  April  1993,  reflects  the  Administration's  commitment  to 
close  interagency  cooperation  in  the  pursuit  of  this  large  and  rapidly  growing  market.  The 
TPCC  has  targeted  environmental  exports  as  an  especially  attractive  growth  opportunity,  one  that 
can  create  high-paying  U.S.  jobs  while  protecting  the  global  environment. 

The  TPCC  Environmental  Trade  Working  Group,  chaired  by  Commerce  and  co-chaired  by  EPA, 
has  begun  interagency  coordination  of  the  implementation  effort  as  well  as  the  development  of 
new  ideas  to  help  U.S.  exporters  sell  products  incorporating  environmental  technologies  abroad. 
The  group  is  working  with  the  TPCC  Advocacy  Center  to  have  available  by  the  end  of  January, 
a  list  of  major  overseas  project  or  procurement  opportunities  where  U.S.  Government  advocacy 
may  be  appropriate  to  expand  U.S.  environmental  technologies  exports.  The  Department  of 
Commerce  is  creating  within  the  International  Trade  Administration  the  position  of  Deputy 
Assistant  Secretary  for  Environmental  Technologies  Exports  to  provide  additional  leadership  and 
staff  support  to  the  TPCC  effort. 
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Overseas  Network 

Plans  for  strengthening  our  overseas  capabilities  to  ensure  that  we  focus  on  those  markets  with 
the  greatest  potential  for  expanding  American  exports  are  well  under  way.    These  include: 

•  Country  Strategic  Commercial  Plans:  By  February  15,  1994,  U.S.  Government 
embassies  located  in  countries  with  significant  market  potential  will  for  the  first  time 
develop  Strategic  Commercial  Plans  (SCPs).  These  plans  will  be  concise  road  maps  for 
achieving  U.S.  commercial  objectives  in  the  host  countries  during  the  year.  Unlike  prior 
efforts,  the  Strategic  Commercial  Plans  will  be  developed  by  all  members  of  the  country 
team,  under  the  direction  of  the  Ambassador.  They  will  identify  goals,  strategies,  and 
performance  measures  for  a  number  of  key  areas  including:  information-gathering, 
advocacy,  financing,  trade  and  investment  initiatives,  and  outreach.  The  plans  will  be 
important  resources  to  be  used  by  the  TPCC  Strategic  Plaiming  Working  Group,  co- 
chaired  by  the  Departments  of  Commerce  and  State,  in  developing  an  overall  global 
commercial  strategy. 

•  Foreign  Service  Nationals  (FSNs):  The  United  States  and  Foreign  Commercial  Service 
(US&FCS),  working  with  the  State  Department,  is  identifying  those  emerging  new 
markets  where  our  current  trade  promotion  effort  abroad  is  inadequate.  In  order  to 
expand  our  coverage  of  these  markets,  US&FCS  will  be  opening  new  offices  under  the 
management  of  FSNs  (i.e.,  local  employees)  with  supervision  by  a  US&FCS  regional 
office. 

•  Training  of  Overseas  Personnel:  A  key  component  of  our  efforts  to  improve  our 
overseas  commercial  operations  is  training.  Enhanced  training  that  instills  in  U.S. 
Government  personnel  a  stronger  priority  to  promote  America's  economic  well-being  is 
a  top  TPCC  priority.  Several  new  training  initiatives  are  under  way,  including  a  Western 
Hemisphere  pilot  program  to  strengthen  the  trade  finance  expertise  of  our  export 
promotion  staff. 


Trade  Events 

The  TPCC  will  have  available  in  January  1994  a  comprehensive  roster  of  all  planned  or 
proposed  federal  trade  events  for  FY1994  and  FY1995.  A  calendar  highlighting  significant  high 
level  federal  official  travel  through  mid- 1994  to  be  used  for  trade  promotion  and  advocacy 
purposes  is  nearly  completed.  An  inter-agency  TPCC  Trade  Events  Board  to  coordinate  the 
federal  trade  events  schedule,  chaired  by  the  Commerce  Department,  will  be  established  in 
January  1994.  The  Board  will  focus  on  streamlining  the  nimiber  of  events  by  reducing 
duplication  and  improving  the  quality  through  better  coordination.  In  addition,  discussions  have 
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begun  between  Federal  officials  and  their  State  counterparts  to  enlist  their  support  for  TPCC 
activities  and  to  develop  ways  to  better  coordinate  the  planning  and  staging  of  trade  events.  In 
January,  Commerce  officials  will  meet  with  private  sector  organizers  of  trade  events  to  involve 
them  in  our  streamlining  process. 


Commercial  Information/  Info  Centers 

The  TPCC  has  launched  a  number  of  initiatives  to  improve  the  collection  and  dissemination  of 
commercial  information,  including: 

•  Country  Commercial  Guides:  The  TPCC  is  developing  a  format  that  will  be  used  to 
produce  comprehensive  commercial  guides  for  each  major  country.  The  guides,  which 
will  replace  as  many  as  12  separate  reports  on  a  given  country,  will  include  information 
on:  leading  commercial  prospects  for  U.S.  business;  political,  economic  and  investment 
climates;  and  the  financing  environment  in  each  country.  These  guides  will  be  available 
to  the  private  sector  by  Fall  1994. 

•  National  Trade  Data  Bank  (NTDB):  An  interagency  working  group  is  establishing  U.S. 
Government-wide  quality  standards  on  the  content  and  approach  for  NTDB  information 
collection  and  dissemination.  TPCC  agencies  are  expanding  their  contributions  to  the 
NTDB  to  ensure  inclusion  of  all  U.S.  Government  commercial  information  in  the 
database.  In  October,  Commerce  instituted  a  procedure  for  regular  review  of  market 
research  in  the  NTDB  to  ensure  comprehensive,  timely,  and  relevant  coverage.  New 
NTDB  software  aimed  at  improving  user  friendliness  and  expanding  accessibility  via  the 
Internet  system  is  scheduled  for  mid- 1994. 

•  Trade  Information  Center  (1-800-USA-TRADE):  By  early  1994,  the  TPCC  will 
complete  an  upgrade  of  the  government-wide  Trade  Information  Center's  (TIC)  computer 
network.  The  TIC  will  provide  callers  with  "seamless"  access  to  Commerce's  regional 
market  information  centers  from  the  TIC  1-800-  telephone  system.  In  addition,  a  new 
marketing  campaign  aimed  at  expanding  TIC  visibility  will  be  undertaken  to  increase  the 
number  of  business  calls,  now  averaging  over  1000  per  week,  received  by  the  TIC. 

•  Trade  Leads:  The  Commerce  Department  currently  disseminates  trade  leads  generated 
by  commercial  officers  overseas  through  the  Electronic  Bulletin  Board  and  the  Commerce 
Business  Daily.  To  broaden  and  expedite  the  dissemination  of  trade  lead  information  to 
the  business  community,  the  Conunerce  Department  will  execute  agreements  with 
qualified  private  sector  organizations  by  April  1994. 


79-441  0-94-38 
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Product  Standards 

TPCC  member  agencies  are  addressing  the  improved  coordination  of  our  international  standards 
efforts  on  a  number  of  fronts. 

•  In  October  1993,  Commerce,  EPA  and  the  Office  of  the  U.S.  Trade  Representative 
(USTR)  established  a  network  to  track  agency  participation  in  the  development  of  U.S. 
and  international  environmental  management  standards.  Also  in  the  environmental  area, 
the  National  Institute  of  Standards  and  Technology,  in  cooperation  with  EPA,  the 
International  Trade  Administration  and  the  private  sector,  has  increased  U.S.  Government 
activity  in  the  International  Standards  Organization  ISO  Tech  207  process  to  set  voluntary 
environmental  standards  for  processes  and  products. 

•  In  December  1993,  a  joint  communique  regarding  future  cooperation  was  concluded 
between  the  United  States  and  Russia  for  mutual  recognition  of  laboratory  accreditation 
and  product  certification. 

•  In  January  1994,  the  U.S.  Government  will  begin  sectoral  negotiations  with  the  European 
Community  on  mutual  recognition  of  approvals  for  regulated  products.  These 
negotiations  will  initially  focus  on  the  telecommunications  and  information  technology 
sectors. 

•  In  May  1994,  Commerce,  State,  the  Agency  for  International  Development  and  the 
Organization  of  American  States  will  jointly  sponsor  a  regional  workshop  for  Latin 
American  Southern  Cone  countries  on  standards,  laboratory  accreditation,  and  metrology 
to  familiarize  government  officials  and  business  interests  with  U.S.  standards  and 
practices. 

•  In  the  Fall  of  1994,  the  U.S.  Government  will  distribute  to  the  public  a  catalog 
identifying  government  personnel  involved  in  private  sector  standards  development. 

•  The  Department  of  State,  in  conjunction  with  the  Department  of  Transportation,  the 
Office  of  Management  and  Budget,  and  the  National  Institute  of  Standards  and 
Technology,  is  actively  working  for  the  world-wide  acceptance  of  standards  and  norms 
in  electronic  commerce. 


Federal-State  Cooperation 

States  are  actively  involved  in  the  implementation  of  the  TPCC  recommendations  through  joint 
planning  of  initiatives.  For  example,  two  Export  Assistance  Centers  —  those  in  Baltimore  and 
Miami  —  will  be  co-located  with  state  facilities.  State  trade  offices  will  be  included  in  the 
development  of  the  ten  FY  1995  sites  to  be  selected  by  June  1994.  Staff  from  TPCC  member 
agencies  met  with  representatives  of  state  development  and  agriculture  agencies  and  governors' 
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offices  in  December  to  inventory  current  federal-state  cooperative  agreements  and  formal  lines 
of  communication,  develop  better  communication  channels,  and  discuss  ways  to  improve  the 
accuracy,  acquisition  and  dissemination  of  trade-related  information.  The  TPCC  will  provide 
a  stams  report  on  these  issues  by  March  1994. 


n.   NEW  INITIATIVES  UNDER  WAY  SINCE  SEPTEMBER  1993 

TPCC  activities  since  September  have  not  been  limited  to  implementing  the  65  recommendations 
in  the  report.  A  nimiber  of  additional  trade  promotion  activities  have  taken  place  with  enhanced 
interagency  participation  since  the  release  of  the  report.  A  senior-level  TPCC  working  group, 
chaired  by  Commerce's  Under  Secretary  for  International  Trade,  has  met  on  three  occasions  to 
hear  reports  on  individual  agency  initiatives,  discuss  better  ways  to  enhance  interagency  trade 
promotion  coordination,  and  to  move  forward  with  a  number  of  specific  initiatives.  These 
initiatives  have  included  regional  programs,  country-specific  programs,  and  process 
improvements. 


Regional  iNmAiTVES 

•         Association  of  Southeast  Asian  Nations  (ASEAN) 

ASEAN 's  economic  significance  to  the  United  States  has  grown  dramatically  in  recent  years. 
Our  exports  to  ASEAN  have  increased  by  86  percent  since  1988  -  far  faster  than  with  almost 
all  other  trading  partners.  In  1992,  it  was  our  fourth  largest  trading  parmer,  with  two-way  trade 
exceeding  $60  billion.  With  320  million  people,  impressive  economic  growth,  and  relatively 
low  trade  barriers,  ASEAN  offers  almost  unparalleled  economic  opportunities  for  U.S.  business. 
The  Office  of  the  U.S.  Trade  Representative,  with  strong  support  from  the  Department  of 
Commerce,  developed  a  strategy  for  a  coordinated  U.S.  Govenunent  policy  and  promotion 
approach  to  help  American  firms  seize  these  opportunities. 

At  the  Asian-Pacific  Economic  Cooperation  (APEC)  Ministerial,  Ambassador  Kantor  and 
Secretary  Brown  launched  the  U.S.  -  ASEAN  Alliance  for  Mutual  Growth  (AMG),  a  program 
linking  U.S.  trade  policy  objectives  with  trade  promotion  and  commercial  interests  for  the 
ASEAN  region.  The  Alliance  seeks  to  combine  government  programs  and  private  sector 
initiatives  to  stimulate  U.S.  and  ASEAN  trade  and  economic  growth.  AMG  initiatives  under 
development  include:  (1)  a  trade  mission  to  the  ASEAN  led  by  senior  U.S.  Government 
officials  with  pre-and  post-  mission  export  counseling  for  private  sector  participants;  (2)  a  small 
business  joint-venture  initiative  between  ASEAN  and  the  United  States;  (3)  identification  of 
major  project  opportunities  in  ASEAN;  (4)  preparation  and  dissemination  of  "Destination 
ASEAN"  materials  providing  "how  to"  information  to  U.S.  exporters  interested  in  selling  to 
ASEAN  buyers;  (5)  a  joint  U.S. -ASEAN  standards  harmonization  initiative;  and  (6)  a 
coordinated  U.S.  Government  trade  finance  strategy  for  the  region. 
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Country  Inttiatives 

•  "Export  Mexico" 

With  the  passage  of  NAFTA  the  Mexican  market  presents  enormous  opportunities  to  U.S. 
exporters.  "Export  Mexico,"  a  program  begun  before  the  TPCC  report  was  issued,  is  a  prime 
example  of  TPCC  principles  in  action.  It  has  taken  on  added  significance  in  the  wake  of 
NAFTA  both  with  respect  to  Mexico  and  as  a  model  for  interagency  coordination  and  targeted 
efforts  in  other  key  markets.  An  interagency  task  force,  composed  of  representatives  from  SBA, 
Exim  Bank,  Commerce  and  USTR,  has  launched  several  initiatives  to  boost  U.S.  exports  to 
Mexico  including:  (1)  distribution  of  50,000  Export  Mexico  "how  to"  brochures;  (2)  provision 
of  "nuts  and  bolts"  counseling  to  targeted  audiences  through  260  Export  Mexico  seminars;  (3) 
publication  of  Industry  Export  Guides  which  list  specific  market  opportunities  in  Mexico  for 
specific  sectors;  and  (4)  linkage  of  Export  Mexico  regional  coordinators  in  the  US&FCS 
domestic  field  offices  with  Washington  operations  and  the  U.S.  Embassy  in  Mexico  via 
electronic  mail. 

As  part  of  the  Administration's  Export  Mexico  initiative.  Secretary  Brown  led  a  39  member 
Matchmaker  Trade  Delegation  to  Mexico  City,  December  7-9,  1993.  This  event  was  held  in 
conjunction  with  the  United  States'  largest  trade  show  in  Mexico  ~  Rep  Com  ~  to  help  200  U.S. 
companies  fmd  representation  in  the  fastest  growing  market  for  U.S.  exports.  This  Matchmaker 
represents  the  second  in  a  series  of  targeted  trade  missions  designed  specifically  to  assist 
minority  companies  achieve  sales  in  the  dynamic  Mexican  market. 


•  South  Africa 

The  TPCC  is  strongly  committed  to  helping  coordinate  government  efforts  with  those  of  the 
U.S.  private  sector  to  help  South  Africa  in  its  transition  to  a  multi-party  market  democracy.  To 
that  end.  Secretary  Brown,  accompanied  by  representatives  from  nine  TPCC  agencies  and  21 
U.S.  companies,  led  a  trade  and  investment  mission  to  South  Africa  November  26-December 
2,  1993.  In  addition  to  assessing  the  climate  for  specific  future  business  deals,  the  mission 
highlighted  how  public/private  partnerships  between  the  U.S.  and  South  African  governments 
and  their  respective  business  communities  can  help  lay  the  groundwork  not  only  for  a  growing 
and  open  South  African  economy,  but  also  reinforce  the  transition  to  a  democratic  government. 
The  mission  included  the  signing  of  an  OPIC  bilateral  agreement  and  announcement  of  our  intent 
to  create  a  U.S. -South  African  Business  Development  Council.  The  Secretary  of  Commerce  also 
announced  in  October  the  appointment  of  a  Minister  Counselor-level  Senior  Commercial  Officer 
for  South  Africa.  This  position  will  serve  the  emerging  market  of  South  Africa  as  well  as  the 
entire  southern  African  region.  Increased  trade  and  investment  will  not  only  benefit  South 
Africans.  With  its  vast  natural  resources  and  tremendous  economic  potential.  South  Africa  is 
a  large  and  growing  market  for  American  businesses;  in  1992,  South  Africa  imported  more  than 
$2.4  billion  of  U.S.  products. 
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Establishment  of  TPCC  Secretariat 


To  provide  a  permanent  point  of  contact  for  U.S.  Government  agencies  or  private  sector 
representatives  seeking  information  on  TPCC  activities  or  who  wish  to  rapidly  place  an  issue 
on  the  TPCC's  agenda,  in  November  1993,  the  TPCC  established  a  Secretariat  in  the  Office  of 
the  Under  Secretary  for  International  Trade  at  the  Department  of  Conraierce.  The  Secretariat 
is  also  responsible  for  coordinating  the  development  and  monitoring  the  implementation  of  the 
National  Export  Strategy. 


in.    STRATEGIC  DIRECTIONS  FOR  1994 

For  1994,  our  strategy  will  focus  on  the  following: 

(1)  Continued  intense  follow-up  to  the  implementation  of  the  65  recommendations  in  the 
National  Export  Strategy  Report.  We  are  behind  schedule  in  resource  allocation,  in 
particular,  and  we  will  give  that  special  attention.  We  are  intent  on  making  the 
Advocacy  Center  a  major  asset  in  helping  U.S.  firms  win  big  contracts  abroad.  We  must 
continue  progress  on  export  controls,  and  we  must  ensure  that  the  one-stop  shops  open 
on  schedule. 

(2)  Genuine  interagency  coordination.  We  have  made  progress  in  facilitating  communication 
among  the  agencies  when  it  comes  to  trade  promotion.  However,  we  do  not  have 
sufficient  interagency  advance  planning.  All  too  often  our  efforts  at  coordination  entail 
simply  comparing  notes  about  initiatives  already  being  implemented.  We  must  begin  to 
coordinate  our  efforts  much  earlier  in  the  process,  at  the  strategic  planning  phase.  This 
will  be  a  major  goal  for  the  next  year,  and  will  be  accomplished,  in  the  first  instance, 
in  the  context  of  country  strategies;  eventually  sector  strategies  will  be  developed  by  the 
TPCC  working  group. 

(3)  Communication  with  Business  and  Congress.  Now  that  the  TPCC  is  up  and  running  we 
need  a  vigorous  program  of  constant  communication  with  the  private  sector,  our  clients, 
and  with  Congress  and  the  Public.   Our  plans  are  elaborated  below. 

(4)  Technology  and  Trade.  In  thinking  about  how  to  promote  exports,  we  will  inject  broader 
considerations  into  our  efforts.  Foremost  among  these  is  the  search  for  ways  to  expand 
technological  cooperation  with  our  trading  parmers.  In  this  connection,  we  look  for  new 
types  of  programs  that  involve  the  private  sector  in  countries  like  Indonesia,  Argentina, 
Israel,  and  Russia. 
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(5)  F-merginp  Markets.  Over  the  next  three  years,  we  will  be  making  a  major  effort  to  focus 
our  trade  promotion  on  the  Big  Emerging  Markets.  The  Department  of  Commerce  has 
identified  ten  countries  around  the  world  which  have  unusual  potential  for  imports  from 
the  United  States  over  the  next  several  years.  Early  in  January,  we  shall  examine  these 
coimtries  and  others  like  them  in  the  TPCC. 

As  part  of  this  strategy,  TPCC  member  agencies  are  already  planning  several  inter-agency 
initiatives  for  1994.  These  include  geographic  initiatives  in  the  key  markets  of  Asia  and  Latin 
America  as  follow-up  to  our  recent  policy  successes  with  APEC  and  NAFTA.  Others  focus  on 
sectoral  opportunities  in  growth  industries  like  environmental  exports.  In  many  of  these  cases, 
planning  is  well  under  way,  with  TPCC  events  scheduled  for  early  next  year.  Others  represent 
targets  of  opportunity  for  new  efforts  at  interagency  cooperation  which  can  in  part  form  the  basis 
for  the  TPCC's  1994  Report  to  Congress. 


Focus  ON  Asu-Pacific 

The  successful  conclusion  of  the  recent  Asian-Pacific  Economic  Cooperation  (APEC)  meeting 
in  Seattle  has  crystallized  the  opportunities  that  the  region  presents  for  U.S.  commercial 
interests.  Several  targeted  regional-  and  country-specific  initiatives  in  the  Asian  region  are  well 
into  the  planning  stages  and  will  enable  us  to  capitalize  on  these  oppormnities  over  the  coming 
year;  all  have  a  strong  TPCC  interagency  component. 


•  Follow-up  to  APEC:    Pacific  Partnership  Initiative 

At  the  APEC  meetings.  Secretary  Brown  announced  the  Administration's  Pacific  Partnership 
Trade  Initiative,  an  interagency  program  focussing  the  commercial  capabilities  of  the  U.S. 
Government  on  the  dynamic  Asian  market.  The  initiative  includes  an  aggressive  series  of  trade 
missions  to  the  Asia/Pacific  region,  coordinated  under  the  TPCC.  The  missions  will  focus  on 
key  sectors  for  infrastrucmre  development  such  as  aviation,  teleconmiunications,  electrical 
power,  and  transportation;  as  well  as  tourism,  and  environmental  technology. 


•         ASEAN  follow-up 

As  noted  above.  Secretary  Brown  and  Ambassador  Kantor  presented  the  U.S. -ASEAN  Alliance 
for  Mutual  Growth,  a  major  component  of  the  Pacific  Partnership  Initiative,  to  the  six  ASEAN 
trade  ministers  during  the  APEC  Ministerial  week.  The  ASEANs  welcomed  the  initiative,  and 
agreed  that  certain  aspects  of  it  should  be  shaped  jointly.  The  U.S.  and  ASEAN  delegations 
agreed  to  meet  again  in  January  to  discuss  the  initiative.  The  interagency  TPCC  ASEAN  group 
plans  to  pursue  a  high-level  trade  mission  to  ASEAN  in  the  spring  of  1994  in  key  high-tech 
sectors  such  as  aviation,  telecommunications,  or  transportation.  We  are  also  considering  linking 
this  initiative  to  the  Administration's  California  Initiative  by  recruiting  heavily  for  the  trade 
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mission  in  California.  Also  in  train  are  a  Destination  ASEAN  program  that  will  build  on  the 
Export  Mexico  model  and  will  include  seminars  around  the  country  on  exporting  to  ASEAN  and 
export  guides.  USTR  and  Commerce  staff  will  pursue  joint  small-business  initiatives  and 
standards  initiatives  with  the  ASEANs  at  meetings  tentatively  scheduled  for  January. 


•         China 

China  is  the  world's  fastest  growing  economy  and  our  fastest  growing  export  market.  In  1992, 
it  imported  $7.5  billion  worth  of  U.S.  goods,  imports  which  generated  roughly  150,000  jobs  for 
American  workers.  The  China  market  for  infrastructure  projects  is  the  largest  in  the  world: 
$200  billion  over  the  next  seven  years  to  construct  and  upgrade  energy,  telecommunications,  and 
transportation  facilities.  These  are  all  areas  in  which  American  companies  excel  and  could  claim 
a  significant  share  of  the  market.  Secretary  Bentsen  will  go  to  China  in  January  to  begin  a  high 
level  economic  dialogue.  Also  key  to  our  commercial  objectives  will  be  a  variety  of  U.S. -China 
commercial  initiatives  under  the  U.S. -China  Joint  Commission  on  Commerce  and  Trade  (JCCT) 
providing,  of  course,  that  the  political  climate  is  appropriate  at  the  time.  The  eighth  session  of 
the  JCCT,  to  be  chaired  by  Secretary  Brown  on  April  13-14,  1994,  will  include  participation 
by  other  TPCC  agencies,  including  State,  USTR,  Agriculture,  Exim  Bank,  and  possibly  others. 
TTie  session  will  have  an  industry  focus,  and  will  aim  at  building  more  cooperative  relations 
between  Chinese  ministries,  corporations  and  provincial  level  officials  and  U.S.  Government  and 
industry.  Key  TPCC  goals  will  be  aggressive  promotion  efforts  aimed  at  increasing  U.S. 
participation  in  China's  massive  infrastructure  projects  in  areas  like  transportation,  energy  and 
telecommunications  and  in  high  technology  sectors.  A  variety  of  trade  missions  is  envisioned 
to  support  this  objective. 


•         Indonesia 

The  Conunerce  Department  has  prepared  an  indepth  analysis  of  our  commercial  relations  with 
Indonesia  to  the  year  2000  for  presentation  to  the  TPCC,  which  will  be  the  basis  for  a  TPCC 
country-specific  effort  in  1994.  Despite  major  efforts  by  various  Federal  agencies  to  strengthen 
our  commercial  ties  with  Indonesia,  U.S.  companies  are  still  losing  ground  to  the  Japanese, 
European,  and  other  Asian  investors  and  exporters.  While  the  Indonesian  market  is  growing 
rapidly,  relative  U.S.  market  share  is  declining.  Our  share  of  products  imported  by  Indonesia 
has  declined  steadily  from  19.5%  in  1987  to  only  11.4%  in  1992. 

Indonesian  government  procurement  represents  a  large  potential  market  for  U.S.  exporters.  In 
many  instances,  U.S.  Government  advocacy  support  is  critical  to  a  firm's  success  in  winning 
major  project  and  procurement  contracts.  Foreign  competitors,  like  the  French  and  the 
Japanese,  aggressively  advance  their  commercial  interests  in  Indonesia  through  both  financial 
and  political  means.  We  plan  to  pursue  a  more  proactive  and  coordinated  advocacy  policy  to 
match  this  competitive  challenge.  In  addition  to  intensified  advocacy,  the  TPCC  will  undertake 
initiatives  in  the  areas  of  technical  assistance,  senior-level  U.S.  Government  missions,  Urgeted 
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commercial  counseling,  outreach,  and  a  particular  focus  on  fmancing.  Better  terms  and  greater 
accessibility  of  Exim  Bank  fiinds  and  other  financing  guarantees  from  the  U.S.  Government  are 
essential  if  U.S.  firms  are  to  increase  their  market  share. 


•         Japan 

Despite  the  recent  slowdown  of  the  Japanese  economy,  the  Japanese  market  still  offers 
significant  opportunities  for  U.S.  exporters.  The  size  of  the  Japanese  economy  ~  $  3.7  trillion 
in  1992  -  is  not  only  the  largest  in  Asia,  but  the  world's  second  largest  economy  after  the 
United  States.  In  1992,  Japan  was  the  single  largest  importer  of  American  products  and  services 
in  the  world,  after  Canada.  TPCC  member  agencies  will  strive  to  coordinate  even  more  closely 
our  export  promotion  programs  with  our  extensive  market  access  negotiations  imder  the  United 
States-Japan  Framework.  Private  sector  outreach  will  receive  special  attention,  as  we  aim  to 
heighten  awareness  in  the  U.S.  business  community  of  changes  that  occur  in  the  Japanese  market 
as  a  result  of  successful  trade  policy  initiatives. 


Focus  ON  Latin  America 

•  Mexico:  Follow  up  to  the  North  American  Free  Trade  Agreement  (NAFTA) 

Effective  implementation  of  the  NAFTA  will  require  an  aggressive  campaign  to  ensure  that  U.S. 
companies  are  informed  about  new  business  opportunities  in  Mexico  and  Canada  under  the 
NAFTA.  The  TPCC  has  already  begun  considering  these  challenges  and  undertaken  the  "Export 
Mexico"  initiative,  described  above.  In  the  coming  months,  the  TPCC  can  bring  a  strong 
interagency  focus  on  other  promotion  vehicles,  such  as  an  advocacy  program  that  takes 
advantage  of  expanded  access  to  Mexican  government  procurement  and  a  conference  where 
agencies  will  present  their  programs  to  implement  the  NAFTA  and  discuss  their  services 
available  to  the  business  community. 

•  Argentina 

Argentina  is  undergoing  profound  political  and  economic  changes  that  sharply  contrast  with  the 
preceding  40  years  of  the  country's  history.  These  changes  are  creating  unprecedented 
opportunities  for  U.S.  trade  and  investment,  and  are  likely  to  make  Argentina  a  key  regional 
player  in  the  U.S.'s  post-Nafta  policy  vis-a-vis  Latin  America,  and  a  leading  candidate  for  a 
Free  Trade  Agreement.  TPCC  agencies  must  develop  a  strategy  that  identifies  ways  not  only 
to  help  U.S.  exporters  sell  more  to  Argentina  but  also  to  reinforce  the  reform  process  so  that 
the  Argentina  market  continues  to  expand  for  U.S.  exports.  The  Department  of  Commerce  is 
conducting  a  commercial  strategy  study  on  Argentina  to  underpin  a  comprehensive  program  in 
that  market.  The  study  will  be  presented  to  TPCC  agencies  for  review  and  implementation.  Its 
proposed  initiatives  will  include:  senior  level  missions  and  an  aggressi\(e  advocacy  program  to 
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target  key  commercial  opportunities;  technical  assistance  to  Argentina  to  develop  adequate 
regulatory  structures  in  newly  privatized  sectors  such  as  utilities;  promotion  of  industrial 
standards  that  are  compatible  with  the  United  States  and  which  will  facilitate  bilateral  trade;  and 
implementation,  with  key  non-governmental  organizations,  of  a  Market  Development  Cooperator 
Program  targeted  at  such  key  sectors  as  environment,  energy  and  transportation. 


•  Broader  Latin  American  Strategy 

The  President  has  signaled  his  intention  to  work  toward  the  goal  of  Hemispheric  free  trade,  and 
the  Vice-President  announced  that  the  United  States  will  invite  the  democratically-elected  heads 
of  state  to  a  Western  Hemisphere  summit  next  year  to  address  the  broad  range  of  economic  and 
social  problems.  The  TPCC  needs  to  support  and  advance  these  U.S.  policy  initiatives.  TPCC 
agencies  will  work  together  to  develop  coordinated  strategies  to  encourage  continued 
privatization  of  state  enterprises,  regulatory  reform,  import  and  investment  liberalization, 
protection  of  intellectual  property  rights,  anti-corruption,  labor  rights,  and  environmental 
protection. 

Focus  ON  Russia  and  the  Newly  Independent  States  (NIS) 

As  political  and  market  reforms  begin  to  take  hold,  the  NIS,  and  particularly  the  Russian, 
market  will  offer  enormous  prospects  for  U.S.  exports  in  coming  decades.  There  are  short-term 
prospects  as  well.  U.S.  exporters  of  manufacmred  goods  have  only  about  5%  of  the  roughly 
$30  billion  import  market,  but  with  U.S.  government  support  their  prospects  for  large  near-term 
gains  are  impressive  -  particulariy  in  sectors  such  as  oil  and  gas  equipment,  food  processing, 
construction  equipment,  and  medical  devices.  One  focus  of  U.S.  Government  effort  is  the  U.S.- 
Russia Business  Development  Committee  (BDC),  co-chaired  by  Secretary  Brown  and  Russian 
Deputy  Prime  Minister  Shokhin.  (This  group  reports,  on  the  American  side,  to  Vice-President 
Gore.)  Planning  is  underway  for  a  BDC  session  early  next  year.  The  BDC  is  an  interagency 
committee  on  both  sides,  and  in  addition  to  the  Department  of  Commerce,  includes  the 
Departments  of  State,  Energy,  Agriculture  and  Treasury,  as  well  as  the  Office  of  the  U.S.  Trade 
Representative,  the  National  Security  Council,  Exim  Bank,  the  Trade  and  Development  Agency, 
and  the  Overseas  Private  Investment  Corporation.  Major  initiatives  flowing  from  the  BDC 
include  a  focus  on  facilitating  individual  projects,  such  as  major  oil  and  gas  projects;  efforts  to 
improve  the  Russian  commercial  climate;  and  promotion  and  information  activities.  These 
include  the  establishment  of  American  Business  Centers  to  provide  support  to  U.S.  companies 
throughout  the  NIS,  business  development  missions  and  matchmaking  events,  and  a  central 
information  facility  on  market  oppormnities  and  U.S.  Government  export  programs. 


15 


1192 


Focus  ON  THE  Middle  East 


U.S.  trade  and  investment  will  play  an  increasingly  important  role  in  supporting  U.S.  foreign 
and  national  security  interests  in  the  Middle  East.  The  ultimate  success  of  the  Israel-PLO 
Declaration  of  Principles,  signed  on  the  White  House  lawn  on  September  13,  1993,  depends  on 
the  economic  development  of  Gaza/ Jericho,  as  well  as  of  the  West  Bank  as  a  whole  and  of 
neighboring  countries.  This  economic  development  provides  excellent  opportunities  for  U.S. 
companies.  In  the  near  term,  U.S.  companies  are  well-positioned  to  participate  in  the  major 
projects  funded  by  the  financial  assistance  pledged  at  the  October  1,  1993,  U.S. -sponsored 
donors'  conference.  To  ensure  economic  growth  and  political  development  over  the  longer  term, 
U.S.  investment  and  joint  ventures  with  private  sector  industrialists  in  Gaza,  the  West  Bank, 
Israel,  Egypt,  and  Jordan  must  follow. 

TPCC  member  agencies  are  coordinating  several  commercial  initiatives  for  this  region.  Exim 
Bank,  OPIC,  and  TDA  are  already  exploring  opportunities  in  the  region.  In  January  1994, 
Secretary  Brown  plans  to  visit  Israel,  Gaza/Jericho,  Egypt,  Jordan,  and  Saudi  Arabia  to  address 
a  wide  range  of  U.S.  economic  interests.  A  small  group  of  private  sector  business 
representatives  will  accompany  him  to  Gaza/Jericho.  The  Secretary  also  plans  to  sign  the 
memorandum  of  understanding  to  establish  the  U.S. -Israel  Science  and  Technology  Commission, 
then  to  co-chair  the  Commission's  first  meeting,  and  to  open  the  meeting  of  the  U.S. -Gulf 
Cooperation  Council  (GCC)  Economic  Dialogue.  In  February  1994,  the  Departments  of 
Commerce  and  State  will  co-host  a  two-day  regional  business  development  seminar  to  bring 
together  250  U.S.,  Israeli,  Palestinian  and  other  Arab  leaders.  The  seminar  will  focus  on  key 
business  sectors  which  offer  the  most  promise  for  regional  commercial  relationships  (such  as 
tourism,  agribusiness,  health  care  and  information  systems). 


South  Africa  Follow-up 

Follow-up  to  the  1993  trip  will  be  accomplished  through  two  central  mechanisms:  an  interagency 
South  Africa  Task  Force  organized  under  the  auspices  of  the  TPCC  and  with  authority  to  review 
all  economic  issues  pertaining  to  South  Africa;  and  a  U.S. -South  African  Business  Development 
Committee  co-chaired  by  the  Secretary  of  Commerce  and  South  African  Minister  of  Finance  and 
comprised  of  business  and  labor  representatives  from  both  countries.  The  objective  will  be  to 
establish  a  dialogue  between  the  two  business  communities  that  will  be  passed  on  to  the  two 
governments.  U.S.  Government  representation  on  the  committee  will  come  from  TPCC 
agencies.  In  addition,  the  interagency  South  Africa  Task  Force  will  develop  a  variety  of  trade 
and  investment  missions,  coordinate  expanded  financing  opportunities  for  business  in  South 
Afiica,  and  develop  new  initiatives  to  broaden  our  economic  relationship. 
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Focus  ON  India 


The  Commerce  Department  is  developing  for  TPCC  consideration  a  comprehensive  country 
study  on  India,  the  last  of  the  world's  large  emerging  markets  to  begin  opening  its  doors  to  trade 
and  investment.  Economic  liberalization  under  way  in  India  since  July  1991  is  providing 
excellent  export  oppormnities.  The  United  States  is  currently  India's  major  trade  and 
investment  partner,  absorbing  20%  of  India's  exports  and  supplying  10%  of  its  imports  while 
holding  one-fourth  of  actual  total  foreign  investment  in  India  and  40%  of  foreign  investment 
approved  during  the  last  two  years.  While  American  firms  are  currently  the  dominant  foreign 
presence  in  India,  this  position  is  being  seriously  challenged  by  aggressive  conmiercial  initiatives 
being  undertaken  by  our  major  Asian  and  European  competitors.  To  date,  U.S.  Government 
initiatives  have  not  matched  those  of  our  competitors.  Maintaining  our  present  approach  toward 
India  will  forfeit  the  current  U.S.  preeminence  and  constrain  the  ability  of  U.S.  firms  to  exploit 
commercial  opportunities  being  created  by  India's  economic  liberalization  program. 

U.S.  Government  support  often  plays  a  decisive  role  in  the  awarding  of  major  contracts  to 
American  firms  in  India.  The  most  promising  areas  are  likely  to  be  in  the  infrastrucmre  sectors 
of  power  generation;  petroleum  exploration  and  development;  transportation  and 
telecommunications.  Well-coordinated  U.S.  Government  advocacy  efforts  must  continue  to  be 
a  key  element  of  our  commercial  strategy.  However,  new  initiatives  should  be  undertaken  to 
(1)  heighten  our  dialogue  with  the  Indian  Government  on  commercial  issues-including  senior- 
level  U.S.  Government  visits  to  India;  (2)  intensify  cooperative  efforts  with  state  development 
agencies  and  trade  associations;  (3)  insure  that  sufficient  Exim  Bank  financing  continues  to  be 
available  to  support  U.S.  bids  on  major  projects;  (4)  and  build  a  more  commercially  focused 
interagency  effort  that  fully  involves  TDA,  AID  and  others. 


Focus  ON  Germany  (as  hub  for  Europe-wtoe  trade  promotion) 

While  the  big  emerging  markets  in  Asia  and  Latin  America  will  occupy  much  of  the  TPCC's 
strategic  focus  in  1994,  large  industrialized  markets  also  offer  excellent  prospects  for  increased 
U.S.  exports.  Germany  is  one  such  market,  although  like  some  of  the  developing  markets  cited 
earlier,  it  is  one  where  U.S.  exports  are  declining  relative  to  our  competitors.  Nonetheless, 
Germany  remains  the  second  largest  U.S.  market  in  Europe.  Its  central  location  offers  the 
opporwnity  to  develop  a  pilot  program  for  export  promotion  in  the  developed  world  that  could 
be  expanded  to  Western,  Central,  and  Eastern  Europe  as  well. 

The  Departments  of  Commerce  and  State  -  with  enthusiastic  support  and  cooperation  of 
Ambassador  Holbrooke  who  took  the  initiative  to  present  a  variety  of  ideas  -  have  already  had 
initial  discussions  on  enhancing  our  commercial  effort  in  Germany,  and  a  number  of  steps  aimed 
at  enhancing  our  commercial  presence  are  already  under  way.  In  addition.  Commerce  is 
preparing  a  smdy  for  TPCC  review  defming  a  broader  commercial  strategy  that  will  include  a 
number  of  elements,  including:  working  with  major  German  manufacturers,  such  as  Siemens, 
Mercedes,  BMW,  to  increase  their  purchases  of  American  products;  focusing  on  expanding 
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markets  within  Germany,  such  as  the  lucrative  eastern  Germany  energy  and  infrastructure 
market;  and  capitalizing  on  opportunities  created  by  the  privatization  process  in  eastern 
Germany. 


Follow-up  to  the  Uruguay  Round 

Following  completion  of  the  Uruguay  Roimd,  we  need  to  explain  to  the  U.S.  exporting 
community  the  new  rules  and  opportunities  that  result  from  the  just  completed  negotiations. 
This  will  entail  an  organized  campaign,  which,  if  mounted  quickly,  could  also  serve  to  build 
support  for  the  agreement's  ratification.  USTR  has  already  begun  to  organize  an  interagency 
effort  to  sell  the  Round  and  this  could  easily  be  expanded  to  encompass  a  tangible  export 
promotion  effort.  As  a  first  step,  on  December  20,  Secretary  Brown  inaugurated  a  toll-free 
hotline  to  provide  up-to-the-minute  information  on  the  impact  of  the  new  GATT  on  U.S. 
business.  Key  items  of  information  available  from  the  Hotline  include  "Flash  Reports" 
providing  a  first  look  at  the  benefits  of  the  Round  for  each  of  the  50  states  and  15  major  industry 
sectors.  As  more  detailed  information  becomes  available,  the  Hotline  will  be  updated  regularly. 
The  Hotline  can  be  reached  by  dialing  1-800-USA-TRADE. 


Sectoral  I>(rnATrvES 

In  addition  to  geographic-based  initiatives,  the  TPCC  has  begun  identifying  a  number  of  sectoral 
efforts  as  well. 


•  Environment 

As  noted  above,  the  November  1993  report.  Environmental  Technologies  Exports:  Strategic 
Framework  for  U.S.  Leadership,  outlines  a  series  of  recommendations  aimed  at  increasing  U.S. 
exports  in  this  critical  sector.  These  recommendations  will  form  the  work  agenda  for  the  TPCC 
Environmental  Trade  Working  Group  over  the  coming  year,  and  include  suggestions  for 
improving  coordination  with  the  private  sector  on  promoting  environmental  exports,  identifying 
markets  with  high  growth  potential  in  this  sector,  and  developing  export  promotion  strategies 
for  the  sector.  A  particular  focus  will  be  on  Latin  America,  with  an  initial  focus  on  Mexico  as 
a  follow  up  to  NAFTA. 


•         Other  Major  Sectors 

The  Commerce  Department  has  begun  a  project  to  identify  the  top  growth  sectors  for  U.S. 
exports.  We  are  calling  them  the  "Big  Emerging  Sectors"  to  parallel  our  focus  on  "Big 
Emerging  Markets."  This  analytic  process  will  produce  sectoral  focuses  to  complement  the 
geographic  initiatives  outlined  above.     Among  the  sectors  considered  in  this  review  will  be 
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information  services,  health  care  services,  energy  and  electric  power,  and  transportation, 
particularly  aircraft,  where  we  believe  there  is  significant  commercial  potential.  Next  year,  the 
TPCC  will  review  the  Commerce  analysis  as  the  basis  for  developing  specific  sectoral 
promotional  initiatives. 


•  Tom'ism 

Tourism  is  another  growth  sector  identified  in  the  TPCC  report  that  we  will  explore  in  greater 
depth  in  1994.  Under  the  auspices  of  the  Tourism  Promotion  Committee,  a  separate  interagency 
group  chaired  by  the  Department  of  Commerce,  a  major  review  is  under  way  along  the  lines  of 
the  original  TPCC  initiative.  As  results  from  this  review  come  on-line,  we  will  be  working 
closely  with  the  Committee  to  ensure  complementarity  with  TPCC  promotion  efforts  in  the 
services  area. 


Other  Issues 

In  1994,  the  TPCC  will  examine  issues  not  dealt  with  in  detail  in  the  September  report.  Trade 
in  services,  where  the  United  States  is  particularly  competitive,  certainly  merits  attention.  The 
relationship  of  investment  to  our  trade  promotion  efforts  will  also  be  investigated.  The  TPCC 
will  look  at  the  possibility  of  expanding  promotion  support  for  legitimate  defense-related  sales 
to  foreign  governments. 


Communication 

The  TPCC  Communication  Plan  which  will  be  completed  early  in  1994  will  encompass  both  a 
comprehensive  communications  program  and  an  effort  to  ensure  that  all  TPCC  constimencies 
have  the  opportunity  to  shape  the  future  development  of  strategies  and  mechanisms.  The  core 
constituencies  identified  in  the  program  are  the  private  sector,  the  Congress,  the  general  public, 
state  and  local  governments  and  the  interagency  community. 

Outreach  communications  programs  will  include  live  events,  information  programs  about  new 
TPCC  initiatives  such  as  the  Advocacy  Center,  the  Export  Assistance  Centers,  country 
strategies,  and  special  regional  and  country-specific  initiatives.  The  live  events  will  be  kicked 
off  with  a  major  event  early  in  1994  that  is  intended  to  become  an  annual  business-government 
forum  on  the  National  Export  Strategy  and  related  issues. 
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In  addition,  regular  meetings  with  the  private  sector  will  carry  forward  the  tradition  started  early 
in  the  planning  process  that  will  ensure  that  TPCC  programs  are  devised  to  meet  the  real  needs 
of  American  businesses  and  to  monitor  the  effectiveness  of  those  programs  in  the  eyes  of  the 
business  commimity.  State  and  local  outreach  will  include  work  with  major  national 
organizations  such  as  the  National  Governors  Association  and  the  National  Conference  on 
Mayors  as  well  as  through  regional  presentations. 


iNmATTVES  WITH  STATE  AND  LOCAL  PARTNERS 

The  TPCC  would  like  to  pursue  export  initiatives  with  our  partners  at  the  state  and  local  levels. 

•  California  Initiative:  We  are  considering  special  export  promotion  efforts  for  California, 
which  would  complement  the  Administration's  defense  conversion  and  technology 
initiatives  underway  in  this  state.  A  California  export  initiative  would  help  California 
high-tech  and  defense  firms  pursue  export  oppormnities  in  the  dynamic  markets  of  Latin 
America  and  Asia-Pacific.  TPCC  programs  that  would  be  key  elements  of  this  initiative 
could  include:  "Export  Mexico",  the  Pacific  Partnership  Trade  Initiative,  the  new  Los- 
Angeles  Export  Assistance  Center,  intensified  advocacy  efforts,  and  high  level  inter- 
agency trade  missions. 

•  Columbus.  Ohio  Initiative:  We  are  working  with  Colimibus,  Ohio,  as  it  prepares  to  host 
2500  participants  in  a  major  UN/private  sector  conference  on  trade  efficiency  and  the 
expansion  of  global  trade.  The  World  Symposium  on  Trade  Efficiency  will  have  four 
separate,  but  interlinked  parts:  (1)  the  UN  Symposium  on  Trade  Efficiency  bringing 
together  Trade  Ministers  from  around  the  world  to  discuss  the  uses  of  technology  for 
trade;  (2)  an  International  Mayors'  Conference  allowing  mayors  for  all  countries  to 
examine  new  public -private  partnerships;  (3)  a  Global  Executive  Trade  Summit  with  an 
emphasis  on  CEOs  from  small-  and  medium-sized  firms;  and  (4)  a  Global  TECHTRADE 
show  exhibiting  a  wide  spectnmi  of  technologies  and  applications  for  trade  produced  by 
many  countries. 

•  Regional  Organizations:  We  are  also  considering  an  experimental  effort  to  forge  a 
relationship  with  a  major  regional  organization,  such  as  the  Pacific  Northwest  Economic 
Region  (PNWER).  Becoming  a  major  player  in  the  global  marketplace  often  requires 
substantial  populations.  Recognizing  the  importance  of  "critical  mass,"  five  western 
states  (and  two  Canadian  provinces)  formed  a  regional  alliance  to  promote  their  exports 
jointly.  Through  a  cooperative  initiative  with  a  group  such  as  PNWER,  the  TPCC  could 
leverage  its  resources  broadly. 
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Tuesday,  March  15,  1994. 

BUREAU  OF  EXPORT  ADMmiSTRATION;  OPERATIONS 

AND  ADMINISTRATION 

WITNESSES 

BARRY  E.  CARTER,  ACTING  UNDER  SECRETARY 
WILLIAM  A.  REINSCH,  SPECIAL  ADVISOR  TO  THE  SECRETARY 
JOHN  DESPRES,  ASSISTANT  SECRETARY  FOR  EXPORT  ENFORCEMENT 
SUE  E.  ECKERT,  ASSISTANT  SECRETARY  FOR  EXPORT  ADMINISTRA- 
TION, BUREAU  OF  EXPORT  ADMINISTRATION 
ROBERT  F.  KUGELMAN,  DIRECTOR  OF  ADMINISTRATION 
VICTOR  MICIT,  DIRECTOR,  OFFICE  OF  BUDGET  AND  FINANCIAL  MAN- 
AGEMENT 
MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

1995  BUDGET  REQUEST 

Mr.  MORAN.  The  next  hearing  will  be  on  the  Bureau  of  Export 
Administration.  The  request  for  the  Bureau  of  Export  Administra- 
tion is  $43,372,000.  It  is  an  increase  of  $8.6  million  above  what  was 
provided  last  year.  We  will  insert  the  budget  justification  into  the 
record  at  this  point. 

[The  justification  follows:] 
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OPENING  REMARKS 


Mr.  MORAN.  We  have  the  Acting  Under  Secretary  for  Export  Ad- 
ministration, Barry  Carter,  testif3dng  before  us.  We  will  put  his  bio 
into  the  record  at  this  point  as  well. 

[The  biographical  sketch  of  Mr.  Carter  follows:] 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
The  Under  Secretary  for  Export  Administration 

Washington.  DC    20230 

telephone  (202)  482-1427 
fax  482-2387 

Biography 

Barry  E.  Carter  is  the  Acting  Under  Secretary  in  the  Bureau 
of  Export  Administration  at  the  Department  of  Commerce.  He  will 
be  the  Deputy  Under  Secretary.  Mr.  Carter  previously  had  been  a 
professor  of  law  at  Georgetown  University  Law  Center  and  the 
Executive  Director  of  the  American  Society  of  International  Law. 
At  Georgetown,  he  taught  various  law  courses. 

He  has  an  extensive  background  in  the  law,  defense  and 
foreign  policy  issues,  and  international  trade  and  business.   He 
was  active  during  the  Clinton-Gore  campaign  and  the  transition, 
working  on  trade  and  foreign  policy  issues.   He  was  a  visiting 
professor  of  law  at  Stanford  in  spring  1990.   He  served  as  a 
senior  counsel  on  the  Senate  Select  Committee  on  Intelligence 
Activities  in  1975,  with  a  focus  on  the  defense  agencies.   He  was 
a  Fellow  at  Harvard's  Kennedy  School  of  Government  and  an 
International  Affairs  Fellow  at  the  Council  on  Foreign  Relations 
in  1972.   A  member  of  Dr.  Kissinger's  National  Security  Council 
staff  from  1970-72,  he  worked  especially  on  U.S. -Soviet  and 
European  issues.   While  an  Army  officer,  he  was  a  program  analyst 
in  the  Office  of  the  Secretary  of  Defense  in  1969-70.   He  has 
also  practiced  law  in  San  Francisco  and  Washington,  D.C., 
litigating  several  cases. 

Mr.  Carter,  a  native  Californian,  graduated  Phi  Beta  Kappa 
from  Stanford  University  in  1964,  received  a  master's  degree  in 
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Opening  Statement 

Mr.  MORAN.  If  you  would  synopsize  your  testimony,  Mr.  Carter, 
we  will  get  right  into  the  questions. 

Mr.  Carter.  Thank  you,  Chairman  Moran. 

I  appreciate  the  opportunity  to  testify  here  today  on  behalf  of  the 
Bureau  of  Export  Administration,  known  in  the  business  as  BXA, 
budget  request  for  fiscal  year  1995.  By  the  way,  I  would  like  to  say 
that  accompanying  me  today,  because  we  take  this  hearing  very  se- 
riously, are  all  senior  officials  in  BXA. 

First  of  all,  sitting  appropriately  off  in  the  corner  and  being  quiet 
is  our  Under  Secretary  Designate,  Bill  Reinsch,  who  will  hopefully 
be  our  Under  Secretary  soon,  and  then  I  will  revert  to  being  Dep- 
uty Under  Secretary.  Also  here  are  Assistant  Secretaries  John 
Despres  for  Export  Enforcement  and  Sue  Eckert  for  Export  Admin- 
istration; and  our  Chief  Administrative  Officer,  Bob  Kugelman. 

As  you  suggest,  to  allow  time  for  questions,  I  won't  give  my  pre- 
pared testimony.  I  ask  that  it  be  made  part  of  the  record.  And  what 
I  would  like  do  is  give  you  introductory  comments  and  limit  them 
to  about  four  or  five  minutes,  if  that  is  possible. 

Our  request  today  seeks  funding  for  several  key  elements  of  the 
President's  National  Export  Strategy,  and  his  efforts  to  combat  pro- 
liferation. The  request  is  for  366  permanent  positions  and  $43.4 
million.  This  request  is  less  than  1  percent  of  the  total  Department 
of  Commerce  budget.  Moreover,  the  fiscal  year  1995  request  rep- 
resents 40  percent  fewer  positions  than  you  and  Congress  author- 
ized for  fiscal  year  1991. 

Though  small,  the  Bureau  of  Export  Administration  provides  a 
lot  of  bang  for  the  taxpayer's  dollars.  Two  weeks  ago,  the  lead  arti- 
cle on  the  first  page  of  The  New  York  Times,  I  think  that  it  was 
the  day  after  we  came  up  to  see  Ms.  Chadboume  and  the  other 
staff  members,  was  about  the  roll-out  of  the  proposed  new  Export 
Administration  Act.  The  Administration  is  proposing  the  most  com- 
prehensive changes  in  the  Export  Administration  Act  in  at  least  15 
years. 

BXA  is  primarily  responsible  for  enforcing  and  administering  the 
Act.  Chairman  Moran,  you  were  discussing  earlier  the  Trade  Pro- 
motion Coordinating  Committee,  the  TPCC.  As  Jeff  Garten  pointed 
out,  one  of  the  key  highlights  of  the  TPCC  report  last  Septeniber 
was  the  steps  to  eliminate  obsolete  export  controls  on  many  high- 
technology  products,  especially  computers  and  telecommunication 
products.  We  had  to  implement  those  changes.  The  removal  of 
these  outmoded  Cold  War  controls  alone  freed  up  over  $30  billion 
a  year  of  computer  exports  from  the  requirement  for  written  li- 

censes. 

This  removes  a  burden  on  U.S.  businesses,  meaning  more  sales 
and  more  jobs.  The  TPCC  report  also  called  for  streamlining  the  re- 
maining controls  that  we  didn't  eliminate,  to  allow  U.S.  businesses 
and  workers  to  compete  better  in  the  world  market.  We  have  to  do 
that  streamlining.  _  „ 

Tomorrow  three  of  us  are  going  to  depart  with  Secretary  ot  De- 
fense, William  Perry,  on  a  trip  to  Russia,  Ukraine,  Kazakhstan  and 
Belarus  to  work  on  foreign  defense  conversion  issues  there.  One 
important  goal  is  to  help  make  it  easier  for  U.S.  companies  to  sell 
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products  to  those  countries.  In  fact,  Congressman  Rogers,  before  we 
get  back  from  that  trip,  if  the  ambassadors  haven't  yet  put  the  re- 
ports on  Hne,  we  will  put  it  on  one  of  the  Department  of  Com- 
merce's information  systems. 

The  end  of  this  month,  the  Coordinating  Committee  or  CoCom, 
comes  to  an  end  after  45  years.  This  is  the  principal  international 
export  control  regime.  The  follow-on  successor  regime  will  place 
more  emphasis  on  decisions  by  national  licensing  officers  rather 
than  international  regime.  This  makes  it  even  more  important  for 
the  U.S.  system  to  be  streamlined  and  efficient  so  that  we  don't  put 
our  companies  at  a  competitive  disadvantage. 

When  we  are  relying  on  national  export  controls,  we'd  better  be 
efficient  and  effective  and  not  hurt  ourselves  vis-a-vis  the  Japanese 
and  the  Germans.  Again,  BXA  is  taking  the  lead  in  the  United 
States  on  streamlining. 

And  in  April,  BXA  will  participate  in  the  high-level  meetings  of 
the  Joint  Committee  on  Commerce  and  Trade,  the  JCCT,  with  offi- 
cials from  China  to  discuss  trade  with  that  country. 

In  short,  BXA  has  a  lot  going  on  with  less  than  1  percent  of  the 
Commerce  budget. 

Our  primary  mission  in  BXA  is  to  protect  U.S.  national  security, 
foreign  policy  and  economic  interests  through  the  system  of  export 
controls  on  so-called  dual-use  goods,  civilian  goods  and  technologies 
that  have  military  applications. 

We  will  use  the  proposed  new  Export  Administration  Act  to  bet- 
ter address  the  post-Cold  War  need  to  fight  proliferation,  combat 
terrorism,  curb  human  rights  abuses  and  foster  regional  stability. 
While  we  are  creating  an  efficient  system  that  allows  U.S.  busi- 
nesses to  compete  in  the  world  market,  our  enforcement  arm  wields 
a  wide  variety  of  administrative  and  criminal  sanctions  against 
those  parties  who  violate  U.S.  export  control  laws. 

A  key  element  of  BXA's  program  is  helping  exporters  to  under- 
stand and  comply  with  the  rapidly  changing  export  controls.  New 
proliferation-related  controls  are  often  complex.  BXA  conducts  var- 
ious activities  to  assist  exporters  in  understanding  these  new  con- 
trols. 

Our  outreach  programs  provide  licensing,  regulatory  and  enforce- 
ment counseling  to  exporters  throughout  the  United  States  and 
overseas,  including  Springfield,  Virginia,  and  other  places  through- 
out the  United  States.  The  effectiveness  of  U.S.  export  controls  is 
enhanced  by  aggressive  enforcement  efforts  at  BXA  and  the  U.S. 
Customs  Service  to  prevent  diversion  of  sensitive  technology. 

As  mentioned,  Chairman  Moran,  our  request  is  for  $43.4  million 
for  fiscal  year  1995.  This  is  fully  supportive  and  consistent  with  the 
goals  of  the  Department  and  the  Administration.  As  described  in 
the  budget  documents  which  you  made  part  of  the  record,  the  re- 
quest includes  increases  to  fund  new  functions  for  us  to  implement 
the  recommendations  of  Vice  President  Grore's  National  Perform- 
ance Review,  and  of  the  Trade  Promotion  Coordinating  Committee, 
and  also  to  restore  critical  technical  and  law  enforcement  capabili- 
ties which  have  been  eroded  by  budget  reductions  in  the  last  few 
years. 

The  request  is  over  $8  million  higher  than  our  1994  appropria- 
tion. But  $7.2  million  of  that  is  in  new  program  increases,  after  ad- 
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ministrative  savings.  Specifically,  we  are  proposing  the  following 
increases  for  BXA  in  fiscal  year  1995. 

First,  $4.4  million  and  39  positions  for  Export  Administration 
(EA).  This  is  for  EA's  growing  role  in  the  area  of  nonproliferation 
controls  and  the  lead  responsibility  for  reforming  and  streamlining 
the  overall  export  control  system.  The  resources  are  going  to  be 
used  to  address  major  gaps  in  our  technical  staffing. 

For  instance,  today  we  have  no  nuclear  engineer,  no  chemical  en- 
gineer, no  biologist.  And  we  lack  sufficient  expertise  in  aerospace 
and  telecommunications.  We  need  to  change  this  if  we  are  to  make 
our  export  control  system  more  effective  and  efficient. 

Those  funds  also  will  provide  technical  assistance  to  the  former 
Soviet  Union  Republics  aind  to  other  countries  so  that  they  can  de- 
velop effective  export  control  systems  and  we  will  be  able  to  sell 
more  items  to  them. 

The  funds  will  also  be  used  to  make  needed  investment  in  our 
aging  computer  network  and  workstation  system  and  begin  imple- 
mentation of  the  TPCC  recommendations  to  have  inter-operable 
databases  among  the  agencies  so  that  we  will  be  more  efficient.  We 
want  the  computers  to  be  able  to  talk  to  each  other  and  streamline 
the  system. 

We  are  also  going  to  use  the  funding  to  expedite  license  process- 
ing, jurisdictional  dispute  resolution,  and  control  list  revisions.  Col- 
lectively, these  initiatives  will  make  a  significant  contribution  to 
stopping  nonproliferation.  while  helping  to  promote  U.S.  exports. 

Our  second  request  is  $3.3  million  and  28  positions  to  restore  ex- 
port enforcement  field  offices  to  fiscal  year  1990  levels.  Our  special 
agent  levels  now  authorized  in  1994  are  35  percent  below  the  cor- 
responding 1990  levels,  even  though  the  number  of  cases  has  dou- 
bled and  they  have  become  more  complex. 

Our  Export  Enforcement  Division  cannot  maintain  its  eight  field 
offices  or  meet  its  statutory  obligations  at  the  current  resource 
level:  We  expect  that  the  memorandum  of  understanding  that  we 
concluded  with  the  U.S.  Customs  Service  last  September  will  in- 
crease potential  enforcement  actions  above  our  current  projections. 

Some  good  news — our  budget  request  for  1995  also  includes  an 
offsetting  reduction  of  seven  positions  and  $492,000  because  of  ad- 
ministrative and  personnel  savings. 

I  thank  you  again  for  the  opportunity  to  appear  before  you.  I  and 
my  colleagues  are  happy  to  respond  to  your  questions. 

[The  prepared  statement  of  Mr.  Carter  follows:] 
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State,  the  Judiciary  and  Related  Agencies 

Committee  on  Appropriations 
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March  15,  1994 

Mr.  Chairman  and  members  of  the  subcommittee,  thank  you  for  providing  me 
the  opportunity  to  testify  on  behalf  of  the  Bureau  of  Export  Administration's  (BXA) 
budget  request  for  fiscal  year  1995.  Our  request  comprises  a  total  of  366  permanent 
positions  and  $43,372,000.  It  will  enable  BXA  to  meet  the  new  responsibilities  of 
the  post-Cold  War  by  maintaining  an  export  control  system  that  meets  the  needs  of 
our  changing  world  --  facilitating  trade  while  at  the  same  time  safeguarding  national 
security. 

BXA's  challenge  is  to  help  stem  the  proliferation  of  weapons  of  mass 
destruction  without  unnecessarily  impeding  U.S.  export  growth.  BXA  is  committed 
to  stimulating  export  growth  by  eliminating  outdated  export  controls  and  streamlining 
the  licensing  process  for  the  remaining  controls.  BXA  is  playing  a  major  role  in 
updating  existing  export  control  policies  to  reflect  the  dramatic  changes  that  have 
taken  place  in  the  international  political  and  economic  systems. 
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Our  primary  mission  is  to  protect  U.S.  national  security,  foreign  policy  and 
economic  interests  through  a  system  of  export  controls  on  civilian  goods  and 
technologies  with  military  applications.  BXA  implements  and  enforces  the  Export 
Administration  Act  (EAA).  The  EAA  is  being  refocused  to  better  address  the  post 
Cold  War  need  to  counter  proliferation  activities,  combat  terrorism,  curb  human 
rights  abuses,  and  foster  regional  stability.  BXA's  enforcement  arm  wields  a  wide 
variety  of  administrative  and  criminal  sanctions  against  parties  who  violate  U.S. 
export  control  laws. 

The  nature  of  the  enforcement  challenge  has  changed  as  a  result  of  multi- 
lateral decontrol  agreements  and  the  decision  by  the  United  States  to  pursue  an 
aggressive  policy  to  stem  the  proliferation  efforts  of  such  countries  as  Iraq,  Iran, 
Libya  and  North  Korea.  BXA  is  working  with  the  Department  of  State  and  Defense 
to  assist  Russia  and  other  newly  emerging  countries  to  develop  effective  export 
control  systems  and  convert  their  defense  industries  to  civilian  production.  The 
effectiveness  of  U.S.  export  controls  can  be  severely  undercut  if  other  potential 
supplier  nations  do  not  also  have  effective  export  control  systems.  In  addition,  the 
establishment  of  appropriate  systems  in  the  NIS  will  permit  the  United  States  to 
export  higher  levels  of  technology  to  these  countries. 
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A  key  element  of  BXA's  program  is  helping  exporters  to  understand  and 
comply  with  the  rapidly  changing  export  controls.  New  proliferation-related  controls 
are  often  complex.  BXA  conducts  various  activities  to  assist  exporters  in 
understanding  these  new  controls.  Our  outreach  programs  provide  licensing, 
regulatory,  and  enforcement  counseling  to  exporters  throughout  the  United  States 
and  overseas.  The  effectiveness  of  U.S.  export  controls  is  enhanced  by  aggressive 

enforcement  efforts  at  BXA  and  the  U.S.  Customs  Service  to  prevent  diversion  of 
sensitive  technology  and  to  investigate  and  prosecute  those  who  violate  the  law. 

Our  request  of  $43.4  million  for  FY  1995  fully  supports  the  goals  of  the 
Department  and  the  Administration.  This  request  is  $8.7  milhon  higher  than  our 
1994  appropriation,  and  includes  increases  of  $1.4  million  for  adjustments-to-base 
and  $7.2  million  in  program  increases,  after  administrative  savings. 

The  Bureau  of  Export  Administration  budget  has  four  program  activities: 
Management  and  Policy  Coordination  (MPC);  Export  Administration  (EA);  Export 
Enforcement  (EE);  and  Industrial  Resource  Administration  (IRA). 

Management  and  Policy  Coordination 

The  Office  of  the  Under  Secretary  for  Export  Administration  is  responsible 
for:  (1)  policy  oversight  for  the  implementation  of  the  Department's  strategic  trade, 
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foreign  policy,  defense  industrial  base,  short  supply,  defense  conversion,  foreign 
technical  assistance  and  antiboycott  program  responsibilities;  (2)  coordination  of 
BXA's  interactions  with  other  agencies,  the  international  community,  the  Congress, 
the  press,  and  the  business  community;  and  (3)  decisions  on  appeals  of  license 
application  denials  and  Administrative  Law  proceedings. 

Export  Administration 

The  primary  mission  of  Export  Administration  (EA)  is  to  manage  an  efficient 
system  of  export  controls  over  commodities  and  technologies  for  national  security, 
foreign  policy  and  short  supply  reasons,  without  placing  an  undue  burden  upon  U.S. 
industry. 

EA  develops  the  appropriate  export  controls  to  protect  vital  U.S.  interests, 
issues  up-to-date  export  regulations  to  implement  these  controls,  and  operates  a 
Ucensing  system  that  issues  timely  and  accurate  export  licensing  decisions  to  U.S. 
industry. 

In  order  to  ensure  that  U.S.  export  controls  achieve  their  ultimate  strategic 
objectives,  and  to  see  that  U.S.  industry  is  not  placed  at  a  competitive  disadvantage, 
EA  is  working  with  the  four  multilateral  export  control  regimes  (the  Missile 
Technology  Control  Regime,  the  Australia  Group,  the  Nuclear  Suppliers  Group  and 
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the  Supercomputer  Control  Regime)  to  develop  an  effective  replacement  regime  for 
CoCom  after  its  March  31,  1994  expiration.  EA  is  pursuing  the  reforms  called  for 
in  the  Trade  Promotion  Coordinating  Committee  (TPCC)  and  the  National 
Performance  Review  (NPR)  reports  to  the  President.  I  would  like  to  briefly 
summarize  EA's  accomplishments  during  the  last  sixteen  months  of  the  Clinton 
Administration. 

FY  1993-94  Accomplishments 

•  Export  controls  on  electronics,  sensors  and  lasers,  computers,  and  telecommunications 
were  reduced.  The  most  significant  changes  occurred  in  computers  and 
telecommunications.  For  example,  reduction  of  computer  export  controls  for  proscribed 
and  free  world  destinations  will  remove  an  estimated  $30  billion  of  computer  exports  from 
written  licensing  requirements. 

•  There  has  been  a  significant  Increase  in  the  number  of  licenses  approved  for  export  to  the  former 
Soviet  Union  and  its  former  Warsaw  Pact  allies.  CoCom  offered  these  countries  less  burdensome 
control  procedures,  provided  that  they  commit  to  adopting  CoCom-like  export  controls.  So  far, 
Poland,  Russia,  Kazakhstan,  Ukraine,  Mongolia,  Bulgaria,  Latvia,  and  Romania  have  been  made 
eligible  for  "favorable  consideration"  treatment.  Pending  completion  of  BXA's  technical  assistance 
and  defense  conversion  projects,  there  should  be  further  increases  in  the  number  of  high- 
technology  exports  to  these  countries  in  the  future. 

•  BXA  adopted  the  work  agenda  recommended  by  the  Trade  Promotion  Coordinating  Committee 
(TPCC)  to  further  streamline  the  licensing  system  and  liberalize  export  controls.  The  TPCC,  which 
Is  chaired  by  the  Secretary  of  Commerce  and  includes  the  Secretaries  of  Defense,  Energy,  and 
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State,  proposed  immediate  action  to  increase  U.S.  exports.  This  action  included  reducing 
licensing  requirements  for  computers  and  supercomputers,  and  removing  prior  licensing 
requirements  for  telecommunications  equipment  to  most  Western  destinations.  BXA  has  nearly 
completed  implementation  of  these  recommendations  and  is  proceeding  with  the  other  elements 
of  the  TPCC  reform  agenda. 

•  BXA  assisted  in  the  development  of  export  control  laws  and  regulations  by  Belarus,  Bulgaria,  the 
Czech  Republic,  Kyrgyzstan,  Poland,  Romania,  Russia,  and  the  Slovak  Republic.  In  addition,  BXA 
was  actively  engaged  in  broad  export  control  development  efforts  in  Belarus,  Russia,  Ukraine,  and 
Kazakhstan.  On  March  29th,  we  w/ill  be  hosting  a  delegation  of  export  control  officials  from  these 
countries. 

•  BXA  participated  in  export  control  consultations  with  South  Korea,  Taiwan,  and  India  with  the  goal 
of  improving  their  export  control  programs. 

•  Sudan  was  added  to  the  list  of  terrorist  supporting  countries,  triggering  the  consideration  of  new 
foreign  policy  controls  tovrard  that  country.  Export  controls  toward  Iran  and  the  embargo  on 
Cuba,  were  further  tightened.   Some  export  control  restrictions  on  Vietnam  were  recently  reduced. 

•  BXA  supported  U.S.  efforts  in  the  Australia  Group  (AG)  to  prevent  the  proliferation  of  chemical  and 
biological  weapons.  The  AG  achieved  substantial  consolidation  of  its  export  control  lists  covering 
chemical  weapon  precursors,  biological  organisms,  and  related  production  equipment  and 
technology. 


• 
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AG  participating  countries  also  agreed  on  procedures  to  ensure  that  chemical  and  biological 
export  license  denials,  made  by  one  member  country,  would  be  respected  by  other  members. 
This  is  a  vital  step  in  strengthening  multilateral  cooperation. 

BXA  became  more  active  in  the  interagency  support  for  the  Missile  Technology  Control  Regime 
(MTCR),  a  multilateral  group  dedicated  to  controlling  the  proliferation  of  missile-related  goods  and 
technology.  The  MTCR  increased  its  membership  with  the  addition  of  Iceland.  Russia  has 
agreed  to  adhere  unilaterally  to  the  MTCR  guidelines  and  may  wish  to  join  fomially  in  the  future. 

BXA  sponsored  and  participated  in  export  licensing  seminars  throughout  the  United  States  and 
overseas  which  drew  over  12,000  exporters.  These  events  help  the  business  community 
understand  the  export  control  system. 

Two  issues  of  the  BXA  Insider  were  published.  This  publication  provides  current  information  on 
changes  to  U.S.  export  control  regulations  and  policies  to  about  30,000  exporters.  Our  Exporter 
Counseling  staff  received  approximately  300,000  inquiries  and  provided  individual  company 
counseling  to  over  1 ,700  exporters. 

BXA  completed  foreign  availability  assessments  on  modems,  computers,  oil  well  perforators,  and 
telecommunications  equipment.  These  resulted  in  the  decontrol  of  billions  of  dollars  of  U.S. 
exports. 


Proposed  Changes  in  Export  Administration 

We  are  proposing  an  increase  of  39  positions  and  $4,404,000  for  Export 
Administration.  This  increase  is  in  response  to  the  Trade  Promotion  Coordinating 
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Committee's  initiatives  to  reform  the  federal  export  control  system.  Our  increase 
request  is  necessary  to  implement  the  TPCC  and  NPR  recommendations  and 
includes  the  following: 

•  22  positions  and  $1,704,000  is  needed  to  acquire  expertise  in  areas  where  export 
controls  have  expanded,  areas  such  as  nuclear  physics,  chemical  engineering,  biology, 
and  aerospace.  BXA  currently  lacks  technical  personnel  in  these  and  other 
important  disciplines  such  as  telecommunications;  hence,  licensing,  policy 
development  and  commodity  classifications  are  at  risk. 

•  9  positions  and  $935,000  will  fully  fund  BXA's  government-to-government  technical 
assistance  program  designed  to  help  officials  in  Eastern  Europe  and  the  NIS,  as  well 
as  other  countries  of  proliferation  concerns,  develop  export  control  programs  similar 
in  scope  and  effectiveness  to  that  of  the  United  States.  BXA  has  unique  practical 
and  technical  experience  in  several  major  areas  including:  (1)  multilateral  export 
control  policy;  (2)  legal  procedures;  (3)  administrative  processes;  (4)  licensing;  (5) 
preventive  enforcement;  and  (6)  automation.  However,  we  require  additional  staff 
to  fully  implement  this  initiative  which  has  payoffs  for  meeting  U.S.  non-proliferation 
and  export  growth  goals. 

•  5  Positions  and  $415,000  is  needed  to  further  expedite  the  export  licensing  process. 
An  expedited  licensing  process  is  essential  to  increasing  the  competitiveness  of  U.S. 
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firms  in  todays  world  markets.  This  increase  will  fund  "continuous  improvement" 
efforts  in  our  license  processing  and  commodity  classification  process. 

•  3  positions  and  $1^50,000  is  needed  to  improve  the  interagency  licensing  system. 

License  applications  often  require  the  review  of  several  Departments.  It  is 
imperative  that  relevant  and  updated  information  pertaining  to  each  application  be 
shared  on  a  real  time  basis  via  interactive  computer  links.  This  increase  will  fund 
5  specific  automation  needs. 

We  are  proposing  a  decrease  of  4  positions  and  $283,000  for  Export  Administration 
due  to  an  overall  reduction  to  BXA's  base  program  and  to  reflect  the  Government-wide 
effort  to  implement  program  efficiency  savings. 

Export  Enforcement 

The  primary  mission  of  Export  Enforcement  (EE)  is  to  safeguard  strategically 
controlled  commodities  and  technical  data  and  prevent  the  proliferation  of  weapons 
of  mass  destruction.  EE  accomplishes  its  mission  through  investigations  of 
suspected  violations  of  the  Export  Administration  Act  and  Regulations  and  a 
proactive  preventive  enforcement  program.  Investigations  are  conducted  by  EE 
Special  Agents  attached  to  our  Washington  headquarters  and  eight  domestic  field 
offices.  These  Federal  law  enforcement  officers  are  specially  trained  in  the  EAA  and 
in  preventing  the  diversion  of  controlled  U.S.  goods.  When  violations  are  found,  EE 
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pursues  criminal  or  administrative  sanctions,  or  both,  as  the  facts  warrant.  EE 
works  closely  with  the  FBI,  the  Department  of  Justice,  the  U.S.  Customs  Service,  the 
intelligence  community  and  other  law  enforcement  agencies. 

In  addition  to  investigations,  EE  also  conducts  an  extensive  proactive 
preventive  enforcement  program  which  emphasizes  close  enforcement-industry 
cooperation.  One  of  EE's  key  programs,  in  cooperation  with  industry,  is  the  'The 
Business  Executives  Enforcement  Team,  (BEET)"  which  was  developed  to  help 
industry  understand  the  importance  of  compUance  with  U.S.  export  control  laws  and 
to  recognize  the  signs  of  potential  illegal  transactions.  Equally  important,  EE's 
"Operation  Outreach"  program  provides  enforcement  officers  with  valuable  industry 
contacts  who  are  sources  of  information  regarding  potential  violations,  while  at  the 
same  time  providing  the  opportunity  to  assist  industry  on  enforcement  issues.  EE 
screens  export  license  applications  and  shipments  to  detect  potential  diversions  of 
controlled  U.S.  goods  and  technology. 

Finally,  EE  continues  to  play  an  important  role  in  U.S.  Government  efforts  to 
assist  the  NIS,  Central  and  East  European  countries,  as  well  as  countries  of  potential 
proliferation  concern  to  develop  their  own  effective  export  enforcement  systems. 
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Export  Enforcement  also  has  the  important  function  of  administering  and 
enforcing  the  "antiboycott"  provisions  of  the  Export  Administration  Regulations.  The 
primary  focus  of  these  provisions  is  to  ensure  that  U.S.  companies  do  not  participate 
in  the  Arab  League  boycott  of  Israel.  Antiboycott  Compliance  Officers  conduct 
investigations  throughout  the  United  States  of  alleged  violations  of  the  antiboycott 
provisions.  When  violations  are  detected,  criminal  prosecution  or  administrative 
penalties  are  pursued. 

FY  1993-94  Accomplishments 

•  BXA  signed  two  agreements  with  the  U.S.  Customs  Service  to  enhance  enforcement  and 
licensing  efforts.  As  a  result,  BXA  is  providing  licensing  information  to  Customs  through 
the  Treasury  Enforcement  Communications  System  (TECS)  for  more  efficient  clearance 
of  exports  at  U.S.  ports  and  borders.  Customs  is  in  the  process  of  providing  BXA  access 
to  TECS  so  that  Customs  cases  which  do  not  warrant  criminal  prosecution  will  be  referred 
to  EE  for  administrative  sanctions. 

•  Agreement  with  the  Customs  Service  was  also  reached  on  essential  'Export  Enforcement 
Coordination  Procedures",  which  set  forth  each  agency's  responsibilities  and  describe 
mechanisms  for  coordinating  enforcement  efforts  at  ports,  borders,  and  overseas.  Both  agencies 
believe  these  agreements  will  result  in  better  informed  licensing  decisions,  quicker  enforcement 
responses  in  urgent  circumstances,  expedited  investigations,  more  preventive  enforcement 
actions,  more  joint  cases,  and  fewer  duplicative  investigations. 

•  As  part  of  its  preventive  enforcement  efforts,  EE  regularly  reviev^  export  license  applications  of 
enforcement  interest.    During  FY  1993,  EE  initiated  559  pre-license  checks  (PLCs)  to  assess 
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diversion  risks.  In  addition,  259  Post-shipment  verifications  (PSVs)  were  carried  out  to  determine 
whether  controlled  U.S.-origin  equipment  was  being  used  as  authorized  under  the  license. 

•  Due  to  growing  concerns  about  the  proliferation  of  nuclear,  chemical,  and  biological  weapons, 
and  missile  delivery  systems,  EE  expanded  its  Strategic  and  Non-Proliferation  Enforcement 
Program  (SNEP).  SNEP  is  being  used  by  EE  to  increase  efforts  to  identify  companies  that  trade 
on  a  routine  basis  within  designated  countries  and  regions,  expand  proliferation  concern,  expand 
information-sharing  among  relevant  U.S.  Government  agencies  to  gather  leads  on  export  control 
violations  in  these  countries  and  regions,  review  SEDs  to  detect  illegal  use  by  U.S.  exporters  of 
general  licenses,  and  increase  efforts  to  educate  U.S.  firms  on  their  obligations  under  the  U.S. 
non-proliferation  export  control  laws. 

•  EE's  unique  "Safeguards  Verification"  program  is  designed  to  provide  a  mechanism  for  verifying 
that  controlled  U.S.-origin  goods  exported  to  countries  of  concern  are  subject  to  adequate 
enforcement  safeguards.  This  program  sends  teams  of  enforcement  personnel  to  conduct  on-site 
pre-license  checks  and  post  shipment  verifications  as  well  as  to  educate  host  govemment  officials 
and  local  business  officials  on  export  control  issues.  During  FY  1993-94, 12  Safeguard  Verification 
teams  have  conducted  on-site,  96  PLCs  and  221  PSVs  in  19  countries  around  the  woHd. 

•  Export  Enforcement  also  has  enhanced  its  efforts  to  prevent  violations  by  expanding  its  contacts 
with  U.S.  business.  Export  Enforcement's  Business  Executives  Enforcement  Team  (BEET) 
assisted  corporate  officials  by  providing  a  forum  through  which  they  can  address  questions 
directly  to  enforcement  officials  about  export  enforcement  issues.  EE  held  8  "town  hall"  meetings 
throughout  the  country  during  FY  1 993  where  over  1 500  business  executives  were  able  to  discuss 
their  concerns. 
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•  During  Pi'  1993-94,  EE  field  agents  conducted  1,492  "Project  Outreach"  visits  to  U.S.  firms  to 
solicit  their  support  of  EE's  export  enforcement  mission.  These  informational  visits  w/ere  to  a  wide 
variety  of  U.S.  firms,  concentrating  on  manufacturing  Industries  involved  in  commodities  controlled 
for  non-proliferation  purposes. 

•  Export  Enforcement  began  using  a  comprehensive  database  of  Shipper's  Export  Declaration 
(SED)  information  to  detect  EAA  and  EAR  violations.  EE  added  to  Its  SED  Review  program 
specific  computer  programs  which  Isolate  exports  of  equipment  and  technology  that  could 
contribute  to  the  production  of  nuclear,  chemical  and  biological  weapons  and  missile  delivery 
systems.  This  program  is  intended  to  isolate  transactions  Involving  particularly  sensitive  Items 
used  in  proliferation  projects. 

•  In  FY  1993,  EE  cases  resulted  in  $7.08  million  in  civil  penalties  and  $601 ,225  In  criminal  fines  for 
both  antiboycott  and  export  control  violations  of  the  EAA  and  EAR.  EE  collected  civil  penalties 
(Including  a  two  year  denial  of  export  privileges  to  Saudi  Arabia  and  Syria)  totalling  nearly  $7 
million  as  a  result  of  agreements  reached  in  37  antiboycott  violation  cases. 

•  In  a  notable  FY  1993  EE  Investigation,  Baxter  International,  a  major  U.S.  medical  supply  firm,  pled 
guilty  to  violating  the  antiboycott  regulations  following  an  extensive  Investigation  by  EE  criminal 
Investigators  and  antiboycott  compliance  officers.  A  $500,000  criminal  sanction  and  more  than 
$6  million  in  civil  penalties  were  Imposed  against  Baxter  and  related  parties. 

Proposed  Changes  in  Export  Enforcement 

We  are  proposing  an  increase  of  28  positions  and  $3,299,000  for  Export 
Enforcement.  This  increase  is  necessary  to  ensure  that  EE  can  continue  to  meet  its 
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statutory  responsibilities.  Without  additional  funding  EE  will  be  unable  to  continue 
to  maintain  and  operate  its  national  structure  of  eight  field  offices.  Major  EE 
investigations  in  these  regions  cannot  be  sustained  without  additional  personnel  and 
funding  for  salaries,  travel,  and  training.  This  increase  will  help  to  ensure  that 
decontrol  and  dual-use  export  expansion  do  not  impair  national  security. 

We  are  proposing  a  decrease  of  3  positions  and  $209,000  for  Export 
Enforcement  due  to  an  overall  reduction  to  BXA's  base  program  and  to  reflect  the 
Government-wide  effort  to  implement  program  efficiency  savings. 

Industrial  Resource  Administration 

The  Office  of  Industrial  Resource  Administration  (OIRA)  is  the  principal  unit 
within  the  Department  responsible  for  ensuring  that  U.S.  defense-related  industries 
can  meet  current  national  security  requirements  and  the  prospective  requirements 
of  the  post-Cold  War  era.  OIRA  also  plays  a  support  role  within  the  Commerce 
Department  for  facilitating  a  conversion  of  U.S.  defense-related  enterprises  to 
commercial    markets.  OIRA    also    supports    BXA    in    implementing    the 

Administration's  major  initiatives  to  promote  defense  conversion  efforts  in  Russia 
and  several  other  Newly  Independent  States  (NIS). 


14 


1302 


Given  the  rapidly  changing  geopolitical,  economic  and  strategic  challenges 
associated  with  the  ending  of  the  Cold  War,  OIRA's  focus  is  centered  on:  (1) 
increasing  U.S.  defense  trade  opportunities;  (2)  ensuring  that  U.S.  trade  and 
investment  policies  do  not  erode  critical  U.S.  technological  capabilities  or  have 
disruptive  market  impacts;  (3)  analyzing  potential  production/technology 
impediments  of  critical  defense  industries  and  proposing  appropriate  remedial  action; 
(4)  facilitating  the  conversion  of  certain  U.S.  defense  industries  to  civil  production; 
and  (5)  facilitating  the  conversion  of  certain  Russian  and  NlS's  military  enterprises 
to  civil  applications  while  expanding  U.S.  trade  opportunities. 

FY  1993-94  Accomplishments 

•  OIRA  completed  an  assessment  of  the  ceramic  packaging  industry's  ability  to  support  overall  U.S. 
semiconductor  manufacturing  under  Section  232  of  the  Trade  Expansion  Act.  Significant 
problems  were  Identified  and  the  President  approved  initiatives  to  address  them. 

•  OIRA  continued  its  leadership  role  in  the  FS-X  program  with  Japan,  working  with  officials 
of  the  Department  of  Defense  and  the  U.S.  Air  Force  to  develop  a  series  of  visits  to  Japan 
to  promote  U.S.  industry  access  to  Japanese  FS-X  related  technologies. 

•  OIRA  played  the  lead  role  In  crafting  the  development  of  a  pilot  program  on  defense  conversion 
for  the  State  of  California. 

•  OIRA  provided  on-going  staff  support  to  BXA's  Under  Secretary  vt/ho  chairs  Russian  Defense 
Conversion  Committees  involving  Commerce  and  Defense.     Work  completed  includes  the 
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development  and  publication  of  a  directory  of  Russian  defense  establishments  to  help  U.S. 
Industry  identify  potential  defense  conversion  opportunities  in  Russia.  A  similar  directory  is 
underlay  for  the  Belarus  and  Ukraine  defense  establishments.  The  office  supports  a  broad  range 
of  foreign  meetings  and  U.S.  business  roundtable  discussions  dealing  with  Russian  Defense 
Conversion  issues  and  initiatives. 

•  OIRA  conducted  studies  on  the  technological  competitiveness  of  over  2,000  domestic  companies 

that  will  participate  in  the  design  and  production  of  the  next  generation  of  weapoits  systems. 
Three  of  these  studies  (advanced  ceramics,  advanced  composites,  and  optoelectronics)  have 
been  published  by  NTIS.  Three  additional  assessments,  covering  artificial  intelligence,  flexible 
computer-integrated  manufacturing,  and  superconductivity,  are  being  finalized  for  publication 
during  FY  1994. 

Mr.  Chairman,  I  strongly  urge  full  funding  of  the  President's  request.  Our 
total  budget  is  less  than  1%  of  the  Department  of  Commerce.  However,  even  at  the 
fully  funded  FY  1995  level,  BXA  will  be  operating  with  40%  fewer  positions  than 
authorized  by  the  Congress  for  FY  1991.  We  believe  that  we  have  downsized  in  a 
responsible  manner  and  that  the  resources  requested  for  FY  1995  are  fully  consistent 
with  the  agency's  mission  responsibilities  of  the  post-Cold  War,  support  the  TPCC 
and  NPR  recommendations  and  the  comprehensive  changes  to  the  Export 
Administration  Act. 
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Mr.   Chairman,  this  concludes  my  prepared  testimony.     Thank  you  for 
providing  BXA  with  the  opportunity  to  testify  before  this  subcommittee. 
I  would  be  happy  to  answer  any  questions  you  may  have  regarding  the  programs  of 
the  Bureau  of  Export  Administration. 
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Mr.  MORAN.  Mr.  Mollohan,  you  have  to  leave  at  3:30,  I  under- 
stand. So  do  you  want  to  get  a  question  or  two  in  now? 

COCOM 

Mr.  Mollohan.  If  I  could  ask  a  couple,  thank  you.  Thank  you 
for  your  testimony. 

It  wasn't  too  long  ago  that  the  House  Banking  Committee,  and 
the  subcommittee  which  has  jurisdiction  sent  you  a  letter  express- 
ing concern  about  CoCom  is  termination  before  another  regime  is 
in  place.  Could  you  speak  to  that? 

Are  those  concerns  legitimate?  And  did  you  abolish  CoCom  too 
quickly  or  not  get  another  regime  in  line  early  enough? 

Mr.  Carter.  CoCom  goes  out  of  business  officially  at  the  end  of 
March.  But,  there  is  an  agreement  among  the  participating  coun- 
tries that  controls  will  continue  on  sensitive  items  until  there  is  a 
new  regime. 

There  are  active  negotiations  going  on,  led  by  the  State  Depart- 
ment, to  create  a  new  regime.  And  there  is  progress  there.  But  in 
the  interim,  the  controls  just  won't  end. 

Mr.  Mollohan.  You  feel  comfortable  that  that  will  be  respected 
and  that  there  is  no  cause  for  concern? 

Mr.  Carter.  Well,  we  are  doing  our  best.  The  United  States  Gov- 
ernment, led  by  State  Department,  is  working  to  negotiate  a  new 
regime  as  quickly  as  possible.  In  the  meantime,  we  are  doing  our 
best  to  keep  the  existing  controls,  the  important  ones,  in  place.  The 
Commerce  Department  has  a  role  in  making  sure  that  there  is  no 
gap  there,  or  a  void. 

EXPORT  CONTROL  REFORM  BILL 

Mr.  Mollohan.  When  the  Administration  unveiled  its  export 
promotion  plan  last  September,  industry  had  a  favorable  response. 
They  seemed  to  have  cooled  a  bit  toward  the  Export  Control  Re- 
form Bill,  proposed  by  the  Administration,  in  particular  I  am  refer- 
ring to  the  National  Association  of  Manufacturers.  Do  you  have  a 
comment  on  that? 

Mr.  Carter.  I  think  what  has  happened,  we  do  talk  and  deal 
with  business  on  a  regular  basis,  is  that  the  TPCC  was  an  unmiti- 
gated blessing  for  everyone.  When  we  got  rid  of  Cold  War  controls 
that  were  left  over  from  1990,  everyone  agreed  that  they  were  obso- 
lete. However,  in  developing  the  new  framework  for  the  future  con- 
sensus became  more  difficult. 

Mr.  Mollohan.  So  it  was  an  euphoria  associated  with  moving? 

Mr.  Carter.  Yes,  the  liberalization  it  was  long  overdue.  The  new 
framework  for  the  future  is  trying  to  balance  two  very  important 
considerations.  There  are  others,  but  the  major  goals  are  trying  to 
stop  proliferation,  which  is  a  serious  problem,  and  to  try  to  promote 
exports.  In  making  that  balance,  the  National  Association  of  Manu- 
facturers feels  that  maybe  we  should  promote  exports  more. 

We  have  tried  to  strike  the  balance  as  best  we  can.  Moreover,  I 
testified  on  the  Senate  side  for  the  Commerce  Department,  when 
we  rolled  out  the  proposed  new  law  and  we  made  it  very  clear  that 
we  are  willing  to  work  with  Congress,  with  the  business  commu- 
nity, and  with  others  to  make  it  a  better  bill. 
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We  don't  think  we  have  a  monopoly  on  good  ideas.  The  process 
is  ongoing.  We  think  we  have  come  a  long  way  already,  but  we  are 
willing  to  work  further  with  the  business  comminity  and  with  Con- 
gress, the  House  and  the  Senate. 

Mr.  MOLLOHAN.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  MORAN.  Thank  you,  Mr.  Mollohan. 

The  budget  last  year  asked  for  a  decrease  of  $8.6  million.  But 
now  you  are  asking  that  that  be  restored.  Has  the  Administration 
suddenly  got  the  faith  or  what — why  the  turnaround? 

EXPORT  CONTROLS 

Mr.  Carter.  Life  is  an  educational  process  and  I  think  this  Ad- 
ministration made  a  decision  at  the  very  start  of  the  Administra- 
tion to  cut  the  BXA  budget.  The  reduction  was  a  little  over  $6  mil- 
lion. This  summer,  as  a  result  of  the  Trade  Promotion  Coordinating 
Committee  Report,  which  you  discussed  with  Under  Secretary 
Garten,  and  Vice  President  Grore's  National  Performance  Review, 
people  realized  that  export  controls  were  a  major  obstacle  to  ex- 
ports. We  burden  U.S.  businesses — witness  NAM's  reaction — and 
the  best  way  to  improve  the  system  is  to  spend  some  money  on  it, 
to  update  it,  to  streamline  it,  to  bring  in  the  new  computer  sys- 
tems, and  bring  in  the  technical  people. 

So,  it  was  that  educational  process,  where  people  realized  that 
we  have  got  to  improve  the  system,  because  it  is  a  major  burden 
on  exporters.  Also,  BXA  has  been  given  new  responsibilities  as 
well.  Besides  streamlining  the  old  system,  we  are  being  told  to  go 
out  and  assist  these  new  countries  in  developing  their  own  export 
control  system. 

It  doesn't  do  much  good  for  the  United  States  to  have  the  best 
export  control  system  in  the  world  if,  say,  the  Russians  might  be 
shoveling  stuff  out  the  door  to  the  wrong  people  or  the  Chinese  to 
the  wrong  people.  What  we  must  do  is  work  with  these  other  coun- 
tries to  help  them  have  effective  export  control  systems.  That  takes 
time  and  money  to  sit  down  and  provide  that  assistance.  That  is 
a  new  function  for  us. 

DEFENSE  CONVERSION 

Similarly,  we  are  getting  more  into  defense  conversion  issues, 
trying  to  help  out  there.  We  have  a  program  that  is  nationwide,  in- 
cluding California,  but  nationwide.  We  are  working  on  that  effort, 
which  we  have  not  done  as  much  in  the  past. 

CHEMICAL  WEAPONS  CONVENTION 

And  finally,  we  have  coming  down  the  pike  a  whole  new  problem, 
the  Chemical  Weapons  Convention.  At  some  point,  the  Convention 
will  be  approved  by  the  Congress,  and  we  will  have  to  enforce  and 
deal  with  compliance  there. 

So,  what  we'd  like  to  do  is:  one,  what  we  used  to  do  better  so 
that  we  don't  burden  exporters;  and  two,  carry  out  our  new  tasks. 
That  is  why,  Secretary  Brown,  0MB,  President  Clinton — everyone 
up  the  line — agreed  that  there  ought  to  be  this  increase. 
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EXPORT  ADMINISTRATION  ACT  REAUTHORIZATION 

Mr.  MORAN.  What  about  the  authorization,  it  expires  the  end  of 
June  for  this  year? 

Mr.  Carter.  For  the  present  statute,  exactly. 

Mr.  MoRAN.  Do  your  program  plans  get  changed  at  all  if  it  is  not 
reauthorized  by  then? 

Mr.  Carter.  Well,  we  hope  that  the  House  and  the  Senate  will 
pass  legislation  similar  to  what  we  have  proposed  by  the  end  of 
June.  If  for  some  reason  that  doesn't  happen,  no  one  wants  to 
throw  away  the  whole  system. 

The  President  can  invoke  his  emergency  powers  and  continue  the 
system  as  he  has  done  before.  So  we  are  hoping  the  system  will 
change.  We  are  planning  for  the  streamlining  and  all,  and  we  hope 
that  this  moves  forward  in  a  timely  manner.  It  can  only  be  more 
difficult  if  it  doesn't  go  forward  in  a  timely  manner. 

FTE  reductions 

Mr.  MoRAN.  Part  of  the  complaint  has  been  the  bureaucracy  at 
BXA.  What  have  you  done  to  streamline  that  bureaucracy? 

Mr.  Carter.  Everjrthing  we  can  think  of,  and  we  will  be  trying 
some  more  things.  First  of  £ill,  in  terms  of  manpower,  we  will  be 
down  about  40  percent  from  fiscal  year  1990  numbers  and  1991 
numbers. 

Mr.  MoRAN.  What  do  you  mean  down  40?  Personnel? 

Mr.  Carter.  Personnel. 

Mr.  MoRAN.  You  are  down  40  percent? 

Mr.  Carter.  Let  me  give  you  the  exact  number,  Mr.  Chairman. 
At  one  point  in  fiscal  year  1991,  our  authorized  personnel  was  561. 
We  are  asking  now  for  366.  What  has  happened  is  that  we  used 
to  do  a  lot  more  licenses — 100,000  a  year  so  we  had  a  lot  of  licens- 
ing people. 

It  was  simple  stuff,  whether  to  allow  Macintosh  computers  to 
Russia  or  not,  and  it  was  pretty  clerical.  We  are  now  doing  fewer 
licenses,  but  we  are  licensing  and  assessing  much  more  complicated 
matters  such  as  computer-chip  makers  to  China,  and  determining 
the  end  user.  Consequently,  we  spend  a  lot  of  time  on  those  issues. 
So  we  need  a  much  more  technical,  professional  staff  than  the  one 
we  presently  have  and  different  from  the  people  we  had  before. 
That  is  why  we  need  these  technical  positions,  nuclear  engineers, 
biologists  and  others.  But  it  will  be  a  much  smaller  staff  than  in 
FY  1991. 

So,  one,  we  slim  down,  we  downsize.  Two,  we  enhance  our  for- 
eign technical  assistance,  foreign  defense  conversion,  and  try  a 
whole  new  approach  of  a  BXA-wide  working  group.  My  adminis- 
trator, Bob  Kugelman,  is  already  in  the  process  of  evaluating  op- 
tions for  changing  the  entire  administrative  structure.  In  fact.  Bob, 
who  is  a  career  professional,  has  come  up  with  ideas  that  are  quite 
revolutionary.  And  Sue  Eckert  in  Export  Administration  has  pend- 
ing major  changes  for  reorganization  as  well. 

We  don't  yet  have  those  to  bring  to  the  table.  They  are  in  the 
process  of  being  formulated.  In  Export  Enforcement,  John  Despres 
is  assessing  how  we  can  restructure  and  expand  our  efforts  there. 
By  the  way,  we  are  one  of  Vice  President  Gore's  reinvention  labora- 
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tones.  We  realize  that  we  were  not  the  most  modern  organization 
in  the  world. 

The  professionals  at  BXA  that  I  work  with  are  absolutely  first 
rate,  I  want  to  say  that,  but  BXA  used  to  be  more  of  a  clerical  oper- 
ation. We  are  changing  in  many  ways  to  reflect  the  new  demands 
on  us.  Simply  put,  the  demands  on  us  are  extraordinary,  we  must 
change,  and  we  will. 

Mr.  MORAN.  We  hear  you.  You  have  made  a  very  effective  pres- 
entation and,  obviously,  know  your  stuff". 

Mr.  Rogers. 

Mr.  Rogers.  Mr.  Chairman. 

DEFENSE  CONVERSION 

Now,  do  you  have  a  California  initiative? 

Mr.  Carter.  In  defense  conversion,  we  have  a  program  that  in- 
cludes activity  in  California,  but  it  also  includes  activity  around  the 
country. 

Mr.  Rogers.  Well,  surely  a  Stanford  University  graduate  and  a 
native  Califomian  would  have  a  California  plan  somewhere? 

Mr.  Carter.  I  will  admit  an  affection  for  my  home  State,  I  will 
not  deny  it.  But,  Congressman  Rogers,  if  I  could  just  respond  to 
you,  two  weeks  ago,  I  spent  an  hour  with  Dede  Kern,  who  is  with 
the  National  Coal  Association,  and  also  had  my  special  assistant 
talk  to  her  for  an  hour  on  the  phone.  She  is  going  to  Pol£ind, 
Ukraine  and  other  places.  One  of  the  issues  she  will  deal  with  is 
selling  them  our  technology  equipment  for  coal  mining. 

We  can't  ship  a  lot  of  coal  to  Poland.  In  export  controls,  whenever 
there  is  technology  involved  we  try  to  help.  When  I  go  to  Ukraine, 
we  will  worry  about  that. 

[Clerk's  note. — ^The  following  information  was  submitted  for  the 
record  subsequent  to  the  hearing:] 

Coal  Exports 

The  export  of  coal  does  not  reqiiire  a  validated  license  from  the  Department  of 
Commerce.  The  technology  for  processing  coal  for  use  as  fiiel  does  not  require  a  vali- 
dated license,  but  the  technology  for  using  coal  as  a  raw  material  for  the  production 
of  certain  chemicals  or  other  commodities  may  require  a  validated  license  (the  area 
of  concern  is  the  production  of  chemical  weapons  and  chemical  weapon  precursors). 
For  those  technologies  for  which  validated  licenses  are  required,  there  are  at  this 
time  no  initiatives  being  taken  to  hberalize  the  controls. 

Mr.  Rogers.  I  hope  you  have  good  luck  selling  coal  equipment. 
I  would  be  much  more  thrilled  if  you  were  selling  coal.  We  don't 
make  much  equipment.  We  mine  a  lot  of  coal. 

Now,  you  are  involved  in  the  conversion  of  U.S.  defense-related 
enterprises  to  commercial  markets? 

Mr.  Carter.  Yes. 

INDUSTRIAL  RESOURCE  ADMINISTRATION 

Mr.  Rogers.  What  specific  activities  does  the  industrial  resource 
administration  office  undertake  in  that  regard? 

Mr.  Carter.  I  will  give  you  a  good  example.  Those  defense  indus- 
tries which  used  to  supply  goods  to  the  Pentagon  are  not  used  to 
exporting  under  our  export  control  regime.  They  made  military 
weapons  for  the  Pentagon,  £ind  if  they  made  any  export  sales 
abroad,  it  was  under  the  State  Department  Munitions  List. 
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If  they  want  to  convert  their  defense  industry  to  commercial 
items — from  F-15  fighters,  to  say,  commercial  aircraft  or  things  of 
that  sort — they  will  need  to  learn  a  lot  more  about  our  system.  So, 
we  have  people  who  go  out  and  talk  to  them  about  how  to  deal  with 
what  is  a  complicated  system.  We  are  trying  to  make  the  system 
simpler,  but  exporters  must  learn  it  if  they  want  to  deal  with  it. 

Mr.  Rogers.  And  what  is  the  total  level  of  resources  being  de- 
voted to  that  this  year,  in  this  country? 

Mr.  Carter.  There  are  about  20  people  in  the  Office  of  Industrial 
Resource  Administration  (OIRA)  and  a  good  percentage  of  them 
work  on  U.S.  defense  conversion  issues.  We  did  get  a  transfer  grant 
to  beef  up  our  efforts  there  $1.2  million  from  EDA.  That  was 
money  well  spent  by  EDA,  I  think.  But  I  would  estimate  that  a 
good  percentage  of  the  time  20  people  are  on  that, 

Mr.  Rogers.  And  they  are  all  in-house? 

Mr.  Carter.  They  are  in  Washington  and  our  field  offices. 

Mr.  Rogers.  Do  you  contract  out  for  any  of  those  services? 

Mr.  Carter.  We  don't,  no.  We  have  very  few  consultants  on  the 
pa3n*oll.  When  we  are  downsizing  like  this,  we  rely  on  our  own  peo- 
ple. 

Mr.  Rogers.  Okay,  thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  MORAN.  Okay. 

Thank  you,  Mr.  Rogers. 

That  will  conclude  the  hearing. 

You  have  told  us  enough  information  and  I  think,  we  can  make 
an  informed  judgment. 

That  will  conclude  the  hearing  for  the  subcommittee  for  this 
afternoon. 

We  will  meet  again  at  10  a.m.  tomorrow  morning. 

Thank  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  by  Congressman  Smith 

Proposed  Legislation 

QUESTION: 

Last  month,  the  Administration  announced  proposed 
comprehensive  changes  to  the  Export  Administration  Act 
(EAA) .  Have  hearings  been  scheduled  with  your  authorizing 
committees  on  the  proposed  legislation? 

ANSWER: 

The  Administration  formally  presented  its  proposal  for  the 
reauthorization  of  the  Export  Administration  Act  of  1994  at 
a  hearing  before  the  Senate  Banking  Committee  on  February 
24,  1994.  At  the  same  time,  we  provided  this  proposal  to 
the  House  Foreign  Affairs  Committee.  Since  then,  the 
Bureau  of  Export  Administration  (BXA)  has  participated  in 
numerous  meetings  with  representatives  from  both  Houses  of 
the  Congress,  and  it  has  provided  written  responses  to 
inquiries  regarding  the  Administration  proposal.  We 
anticipate  committee  mark-up  on  the  reauthorization  of  the 
Export  Administration  Act  in  the  very  near  future. 

QUESTION: 

Please  highlight  the  specific  changes  being  proposed  by 
these  legislative  packages.  How  do  those  proposals  carry 
out  the  goals  of  the  Trade  Promotion  Coordinating  Committee 
(TPCC)  to  promote  export  growth  while  preserving  the 
national  security  interests  of  the  United  States? 

ANSWER: 

The  Administration's  EAA  bill  responds  to  the  challenges  of 
the  post-Cold  War  era  with  the  appropriate  balance  between 
enhanced  competitiveness  and  U.S.  security  interests, 
including  nonproliferation.  This  proposal  furthers  the 
goals  of  the  Trade  Promotion  Coordinating  Committee's 
(TPCC)  Report  to  the  Congress  September  30,  1993.  It  seeks 
to  level  the  playing  field  for  U.S.  companies  in  the 
international  marketplace  and  to  provide  effective 
mechanisms  for  relief  from  controls  that  unfairly  impact 
upon  U.S.  businesses.  The  Administration  bill  also 
highlights  the  high  priority  the  United  States  places  on 
stemming  the  proliferation  of  chemical  and  biological 
weapons  and  missiles  by  harmonizing  sanctions  against 
entities  that  engage  in  the  proliferation  of  such  weapons 
and  providing  the  President  with  greater  discretion  to 
respond  to  activities  of  entities  that  knowingly  and 
materially  contribute  to  the  proliferation  of  such  weapons. 
In  addition,  the  Administration  bill  streamlines  the  export 
licensing  process  to  create  responsive  interagency  review 
mechanisms,   and  it  provides  for  the  creation  of  an 
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effective  interagency  resolution  of  export  license  matters 
which  raise  disagreements.  Noted  below  are  some  of  the  key 
objectives  of  these  reforms: 

•  Encourage  more  effective  multilateral  regimes:  The 
Administration  bill  seeks  to  strengthen  the 
effectiveness  of  multilateral  control  regimes  by 
working  to  ensure  that  the  export  control  systems  of 
multilateral  regime  members  meet  certain  standards,  and 
that  all  multilateral  regimes  have  certain  features, 
including  a  common  list  of  controlled  items  and  uniform 
interpretations  of  agreed  controls.  A  key  feature  of 
the  Administration's  bill  is  to  facilitate  greater 
clarity,  understanding,  and  transparency  of  the  export 
control  system  and  of  multilateral  export  control 
regimes,  consistent  with  regime  arrangements. 

•  Improve  the  ability  of  the  United  States  to  deal 
effectively  with  nonproliferation  concerns:  By 
harmonizing  the  standards  for  the  determination  of 
sanctionable  activities,  the  Administration  bill  takes 
a  bold  step  in  tackling  the  confusing  and  conflicting 
standards  and  responses  concerning  sanctions  against 
entities  which  engage  in  the  proliferation  of  chemical 
and  biological  weapons,  and  the  means  of  their 
delivery.  It  gives  the  President  increased  authority 
to  impose  expanded  mandatory  and  discretionary 
sanctions,  strengthening  his  hand  to  firmly  respond  to 
activities  of  entities  which  knowingly  and  materially 
contribute  to  the  proliferation  of  such  weapons  and 
missile  systems. 

•  Streamline  the  export  licensing  process:  The 
Administration  bill  also  fulfills  the  President's  TPCC 
commitment  to  reduce  by  25  percent  the  time  allotted 
for  the  processing  and  review  of  export  license 
applications.  In  addition,  the  Administration  bill 
provides  for  prompt  interagency  referral  and  review 
mechanisms,  and  authorizes  the  President  to  establish 
an  effective  interagency  process  for  the  resolution  of 
export  license  matters  at  appropriate  levels. 

•  Provide  for  increased  enforcement  activities:  The 
Administration  bill  significantly  enhances  the 
effectiveness  of  enforcement  activities  under  the  EAA 
by  providing  increased  penalties  —  some  of  which  have 
not  been  changed  for  ten  years.  It  would  authorize  the 
forfeiture  of  items  seized  by  Commerce  enforcement 
agents  in  enforcing  the  EAA,  provide  Commerce 
enforcement  agents  special  authority  to  enhance 
undercover  operations,  and  allow  for  expanded  use  of 
temporary  denial  orders  against  persons  indicted  for 
violations  of  the  export  control  laws.  The 
Administration  bill  additionally  provides  for  greater 
cooperation  between  the  Commerce  Department  and  the 
Customs  Service  in  their  enforcement  activities. 
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QUESTION: 


Do  you  anticipate  any  opposition  to  this  legislative 
proposal?   Please  explain. 

ANSWER: 

In  drafting  the  Administration's  proposal  over  the  past 
several  months,  we  went  to  great  lengths  to  incorporate 
comments  and  criticisms  regarding  the  present  export 
control  system  voiced  over  the  past  several  years  by  the 
Congress,  industry,  the  nonproliferation  community, 
government  officials,  and  our  trading  partners.  We  believe 
that  we  have  crafted  in  the  Administration's  bill  an  export 
control  proposal  which  is  good  government  and  which  is 
practical,  understandable,  responsive  to  the  needs  of 
America's  exporters,  and  tough  on  proliferation.  Although 
this  proposal  may  not  fully  satisfy  all  parties  concerned 
with  the  export  control  debate,  we  are  nonetheless 
committed  to  working  with  the  Congress  to  shape  an 
effective  export  control  law  to  meet  the  many  new 
challenges  of  the  future. 

Giving  the  inherently  controversial  nature  of  export 
controls,  it  is  not  surprising  that  the  Administration's 
Bill  has  been  criticized  both  for  going  too  far  in 
liberalizing  the  United  States  Export  Control  Regime  and 
for  not  going  far  enough.  The  Administration  obviously 
believes  that  it  has  achieved  the  appropriate  balance 
between  national  security,  non-proliferation,  economic  and 
competitiveness  goals.  However,  it  remains  ready  to 
continue  the  dialogue  with  public  and  private  interests 
that  strongly  disagree  with  various  provisions  of  the  bill. 

Some  business  interests  have  expressed  disagreement  with 
the  provisions  relating  to  unilateral  controls,  allowable 
license  processing  times,  license  free  treatment,  mandatory 
or  automatic  decontrol,  dispute  resolution,  commodity 
jurisdiction  and  judicial  review,  arguing  that  the 
Administration  Bill  doesn't  go  far  enough  in  these  areas. 
Some  national  security  watchdog  organizations  criticize 
these  and  other  provisions  for  going  too  far.  We  look 
forward  to  re-examining  the  competing  arguments  and 
positions  with  the  Congress  during  the  legislative  hearings 
and  debate  which  will  precede  re-authorization  of  the  Act. 

QUESTION: 

Will  the  proposed  legislation  alter  the  structure  of  the 
Federal  Government's  export  control  process  in  any 
significant  way?  Under  this  proposal,  will  BXA  take  on  new 
duties  previously  handled  by  other  departments?  How  will 
activities  be  coordinated  with  other  agencies? 
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ANSWER: 


Although  the  Administration  bill  does  not  alter  the 
structure  of  Federal  agencies  involved  in  the  export 
control  process  or  transfer  any  activities  of  other 
departments,  it  is  expected  to  improve  significantly  the 
export  license  review  process  through  greater  discipline 
and  strict  timeframes. 

Under  the  Administration's  proposal,  the  Commerce 
Department  will  continue  in  the  lead  role  in  reviewing  and 
referring  applications  to  other  agencies,  as  requested. 
All  reviewing  agencies  will  have  the  right  to  appeal 
decisions  within  established  timeframes.  Moreover,  in 
order  to  further  reduce  license  process  and  referral  times, 
where  agencies  do  not  wish  to  review  certain  types  of 
applications,  they  will  so  inform  the  Commerce  Department. 

The  Administration  bill  further  fulfills  the  President's 
commitment  to  reduce  the  time  allotted  for  the  processing 
and  review  of  export  license  applications,  as  detailed  in 
the  Trade  Promotion  Coordinating  Committee's  Report  to  the 
Congress,  by  substantially  tightening  license  processing 
and  referral  deadlines.  The  bill  also  provides  for  prompt 
interagency  referral  and  review  mechanisms,  and  authorizes 
the  President  to  establish  an  effective  interagency  review 
process  for  the  resolution  of  export  license  matters  at 
appropriate  levels.  While  the  bill  significantly  reduces 
export  license  review  deadlines,  it  is  important  that 
adequate  time  be  allowed  for  the  review  of  proposed  exports 
which  may  pose  nonproliferation  concerns  or  impact  upon 
other  significant  foreign  policy  or  national  security 
objectives.  The  bill,  therefore,  provides  that  reviewing 
agencies  will  organize  their  resources  to  ensure  that 
export  license  applications  will  receive  appropriate  review 
within  strict  deadlines. 

Under  this  proposal,  BXA  implements  duties  previously 
performed  by  other  agencies.  This  is  consistent  with 
events  already  in  motion  as  a  result  of  the  Trade  Promotion 
Coordinating  Committee  and  NPR  reviews  of  export  controls. 
For  example,  over  time  we  expect  to  receive  further 
delegations  of  authority  to  perform  selected  license  review 
functions  other  agencies  currently  perform.  These  new 
delegations  will  reflect  interagency  working  agreements  as 
well  as  commodity  jurisdiction  decisions  which  transfer 
items  to  the  Commerce  list.  In  the  area  of  enforcement. 
Customs  has  already  agreed  to  refer  cases  to  Commerce  for 
administrative  action  when  the  violations  do  not  warrant 
criminal  action  by  Customs.  Also,  as  reflected  in  the  BXA 
FY  1995  budget  request  and  referenced  in  the  Administration 
Bill,  BXA  will  expand  its  role  in  the  provision  of  "hands 
on  technical  assistance"  in  the  development  of  common 
standard  export  control  and  enforcement  systems  in  Eastern 
Europe  and  the  Former  Soviet  Union.   This  work  is  being 
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pursued  in  cooperation  with  State,  Customs,  Defense  and 
Energy . 

With  respect  to  coordination,  BXA's  technical  assistance 
work  plans  are  developed  within  the  framework  of  an 
interagency  working  group  which  meets  regularly  and 
specifically  approves  the  activities  and  timing  of  each 
agency's  technical  assistance  program.  Many  activities  are 
conducted  on  a  joint  basis  both  within  the  United  States 
and  overseas.  The  Commerce-Customs  relationship  is 
coordinated  through  formal  Memoranda  of  Understanding  and 
quarterly  meetings  that  involve  career  and  political 
officials  from  each  agency.  With  respect  to  licensing,  a 
formal  dispute  resolution  system  will  continue  to  operate 
under  the  new  law,  with  appropriate  involvement  of  the 
National  Security  and  National  Economic  Councils.  Finally, 
we  believe  that  improvements  to  the  automated  licensing 
systems  operated  by  each  agency  has  the  potential  to 
improve  coordination  of  daily  operations. 

QUESTION: 

The  most  recent  short-term  reauthorization  of  the  EAA  will 
expire  on  June  30,  1994.  What  will  be  the  impact  on  your 
programs  should  the  new  legislation  not  be  enacted  by  that 
date? 

ANSWER: 

While  we  are  hopeful  that  our  cooperative  initiatives  with 
the  Congress  will  result  in  the  enactment  of  appropriate 
export  control  legislation  prior  to  the  expiration  of  the 
current  EAA,  we  recognize  that  this  important  task  may 
require  additional  time  and  effort.  Therefore,  as  in  the 
past,  unless  the  Congress  acts  to  extend  the  June  30,  1994 
expiration  date  of  the  existing  EAA,  the  President  may 
utilize  his  authority  under  the  International  Emergency 
Economic  Powers  Act  (lEEPA)  to  continue  in  place  the 
provisions  of  the  export  control  system,  including  the 
Export  Administration  Regulations  and  related  authority. 
In  addition,  if  lEEPA  is  invoked  as  the  statutory  basis  for 
the  export  control  system,  we  will  need  to  ask  the  U.S. 
Marshals  Service  to  deputize  OEE  Special  Agents  so  that 
they  may  continue  to  exercise  the  police  powers  they  have 
under  the  EAA. 

New  Control  Regimes 

QUESTION: 

You  mentioned  in  your  statement  the  need  to  develop  an 
effective  replacement  regime  for  CoCom  after  its  March  31 
expiration.  What  efforts  are  currently  underway  in  that 
regard,  and  when  do  you  anticipate  that  such  a  regime  will 
be  in  place?  What  role  is  BXA  playing  in  this  effort? 
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ANSWER: 


Since  September  1993,  the  United  States  and  its  allies  in 
CoCom  have  been  discussing  the  framework  for  an 
organization  to  replace  CoCom.  The  new  multilateral  export 
control  regime  will  focus  on  arms  and  related  sensitive 
dual-use  goods  and  technologies,  and  it  will  target  regions 
and  certain  countries  of  concern  from  a  conventional  arms 
and  proliferation  standpoint. 

At  a  senior  level  meeting  in  November  1993,  CoCom  members 
agreed  to  a  political  framework  to  end  CoCom  and  provided 
the  general  political  guidelines  to  a  new  regime  on  March 
31,  1994.  We  recently  met  in  The  Hague  again  at  senior 
political  levels  and  reaffirmed  the  CoCom  members' 
commitment  to  the  new  regime  and  its  inclusion  of  both 
conventional  arms  and  sensitive  dual-use  goods  and 
technologies.  The  recent  meeting  also  provided  further 
direction  to  the  various  working  level  groups  on  the 
content  of  the  new  regime.  We  are  now  aiming  to  begin  the 
new  regime  in  October  1994. 

QUESTION: 

How  do  you  envision  this  new  control  regime  changing  the 
other  existing  multilateral  control  regimes? 

ANSWER: 

We  do  not  envision  the  new  control  regime  changing  the 
other  existing  multilateral  control  regimes  at  all. 
Rather,  the  new  regime  will  complement  the  Missile 
Technology  Control  Regime,  the  Australia  Group 
(chemical/biological  weapons)  and  the  Nuclear  Supplier 
Group.  It  will  control  conventional  arms  and  sensitive 
dual-use  goods,  whose  acquisition  could  contribute  to  a 
country's  ability  to  destabilize  a  region,  support 
terrorist  activities,  or  develop  weapons  of  mass 
destruction. 

QUESTION: 

Will  the  countries  of  the  former  Soviet  Union  and  other 
former  Warsaw  Pact  countries  be  "players"  in  a  new  control 
regime? 

ANSWER: 

All  like  minded  countries  agreeing  to  certain  requirements 
are  invited  to  participate  in  the  new  regime.  Requirements 
for  membership  will  likely  include  adherence  to  the  three 
nonproliferation  regimes  and  the  nonproliferation 
conventions  (the  BW  and  CW  conventions) ;  a  fully  effective 
export  control  system;  an  agreement  to  control  dual-use 
goods  and  conventional  arms;  and,  where  applicable, 
adherence  to  arms  control  norms  such  as  the  START  I  treaty. 
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We  have  been  speaking  with  Russia  regarding  its 
participation  in  the  new  regime,  and  it  is  aware  of  the 
likely  membership  requirements  for  the  new  regime.  We  are 
continuing  our  dialogue  with  Russia  on  the  new  regime  and 
are  hopeful  that  it  will  soon  qualify  for  membership  and  be 
able  to  be  a  founding  member.  Other  countries,  including 
the  other  Warsaw  Pact  countries  and  China,  will  be  eligible 
to  join  if  they  meet  the  membership  criteria. 

Impact  of  Program  Reductions 

QUESTION: 

Last  year,  the  Administration  requested  and  the  Congress 
approved  a  reduction  of  almost  $7  million  in  BXA's  funding. 
The  reductions  were  supposedly  based  on  workload 
reductions.  Were  the  workload  measurements  reflected  in 
last  year's  budget  submission  understated? 

ANSWER: 

The  workload  measures  reflected  in  BXA's  FY  1994  request  to 
Congress  were  not  understated.  We  are  not  restoring  last 
year's  budget. 

Rather,  our  FY  1995  request  seeks  funding  to  implement  key 
elements  of  the  President's  National  Export  Strategy,  and 
his  efforts  to  combat  proliferation  while  at  the  same  time 
removing  unnecessary  barriers  and  restrictions  to  trade. 
We  will  be  implementing  the  recommendations  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  and  the  Vice 
President's  National  Performance  Review  (NPR)  to  reform  the 
export  control  system.  Also,  the  key  objectives  in  the 
Administration's  proposed  new  Export  Administration  Act 
will  place  added  responsibilities  on  BXA. 

As  the  world  becomes  more  open,  the  opportunities  for 
exports  are  enhanced,  but  so  also  is  the  opportunity  for 
diversion  and  proliferation.  In  this  more  open,  global 
market,  the  threat  of  proliferation  of  weapons  of  mass 
destruction  has  never  been  greater.  With  greater  openness, 
countries  have  increased  access  to  dual-use  materials. 

To  deal  with  this  reality,  it  is  necessary  to  hire 
technical  experts  to  understand  and  classify  when  to  grant 
a  license  (+39  positions,  +$4.4  million);  and  provide 
technical  assistance  to  the  newly  independent  states  of  the 
former  Soviet  Union  and  other  countries  of  proliferation 
concern.  At  the  same  time,  we  must  supplement  our 
enforcement  staff  (+28  positions,  +$3.3  million)  to  ensure 
that  sensitive  products  do  not  get  into  the  wrong  hands. 

The  details  of  these  proposals  are  found  in  BXA's  FY  1995 
budget  request.  Briefly,  the  $4.4  million  request  will: 
(1)  address  major  gaps  in  our  technical  staffing;  (2)  help 
us  provide  technical  assistance  on  export  controls  to  the 
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newly  independent  states  of  the  former  Soviet  Union;  (3) 
make  needed  investment  in  BXA's  aging  computer  systems;  and 
(4)  expedite  licensing  processing.  The  $3.3  million 
proposal  for  enforcement  will  help  us  restore  our 
authorized  special  agent  levels  to  FY  1990  levels — indeed, 
the  number  of  enforcement  cases  has  doubled  and  become  more 
complex. 

The  increase  in  resources  will  allow  us  to  focus  on  post- 
Cold  War  concerns,  safeguarding  our  national  security 
without  unnecessarily  hindering  exports.  By  using  these 
resources  to  liberalize  exports  and  modernize  an  outdated 
export  control  system,  we  will  show  other  nations  that  we 
are  ready  to  function  in  a  new  world  order.  At  the  same 
time,  by  enhancing  our  enforcement  efforts,  we  will  let  the 
world  know  that  proliferation  will  not  be  tolerated.  We 
believe  that  it  is  important  to  improve  BXA's  performance 
in  each  of  the  authorized  activity  areas  described  above. 

QUESTION: 

What  has  been  the  impact  of  the  reduction  in  funding  in  FY 
1994?  What  specific  actions  has  BXA  taken  to  address  the 
funding  reduction? 

ANSWER: 

Because  BXA  has  carryover  funding  from  FY  1993,  it  can  fund 
all  of  its  FY  1994  operations.  However,  we  have  been 
unable  to  hire  critical  personnel  to  fill  the  gaps  in  both 
the  field  investigative  and  export  licensing  areas. 
Therefore,  this  has  served  to  diminish  the  overall 
effectiveness  of  Commerce's  export  control  effort.  In 
addition,  we  have  delayed  equipment  purchases  and  reduced 
training. 

QUESTION: 

I  understand  that  license  applications  are  more  complex 
than  they  used  to  be.  Have  the  workload  measurements 
changed  over  the  past  year  to  reflect  the  increasing 
complexity  of  the  licenses? 

ANSWER: 

Although  the  number  of  applications  is  steadily  declining 
(from  26,000  in  FY  1993  to  an  estimated  17,500  in  FY  1994 
and  FY  1995) ,  average  processing  times  are  increasing  (Free 
World  requests  from  27  to  28  days,  block  requests  from  54 
to  65  days  and  PRC  requests  from  60  to  7  5  days)  due  to  the 
receipt  of  more  complex  applications.  We  project  these 
figures  will  continue  to  rise  as  applications  require  more 
in-depth  analysis  and  more  interagency  referrals.  The 
percentage  of  applications  requiring  referral  increased 
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from  53%  to  56%  in  the  first  quarter  of  FY  1994.  By  mid- 
year FY  1994,  the  average  processing  time  of  referred 
applications  was  51  days  compared  with  48  days  in  FY  1993. 

Relationship  with  the  Customs  Service 

QUESTION: 

In  the  past,  there  have  been  some  conflicts  between  BXA  and 
the  Customs  Service  relating  to  jurisdictional  concerns  in 
the  Export  Administration  Act.  What  is  the  current  status 
of  your  relationship  with  the  Customs  Service? 

ANSWER: 

The  current  relationship  between  Commerce  and  the  U.S. 
Customs  Service  is  friendly,  warm,  and  cooperative.  In 
September  1993,  the  agencies  signed  two  agreements  to 
enhance  enforcement  and  licensing  efforts.  Both  agencies 
believe  these  agreements  have  resulted  in  more  informed 
licensing  decisions,  quicker  enforcement  responses  in 
urgent  circumstances,  expedited  investigations,  more 
preventive  enforcement  actions,  more  joint  cases,  and  fewer 
duplicative  investigations. 

QUESTION: 

Does  the  proposed  reauthorization  legislation  take  steps  to 
eliminate  the  perceived  overlap  between  BXA  and  Customs? 

ANSWER: 

Yes  it  does.  The  proposed  legislation  enables  Commerce  and 
the  U.S.  Customs  Service  to  agree  on  all  elements, 
including  the  enforcement  provisions  of  the 
Administration's  bill  for  a  new  Export  Administration  Act. 
Commerce  enforcement  authorities  are  clarified  in 
accordance  with  the  formal  Memorandum  of  Understanding 
(MOU)  currently  in  effect  between  Commerce  and  Customs. 

Assistance  to  Eastern  Europe  and  Former  Soviet  Union 

QUESTION: 

Your  statement  indicates  that  you  plan  to  devote  increased 
resources  to  assisting  countries  in  Eastern  Europe  and  the 
former  Soviet  Union  in  developing  effective  export  control 
systems  and  in  converting  their  defense  industries  to 
civilian  production.  What  is  the  total  amount  requested 
for  FY  1995  for  these  technical  assistance  activities  and 
how  does  that  compare  to  the  resources  being  devoted  to 
these  purposes  in  the  current  fiscal  year? 
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ANSWER: 


Russian  Defense  Conversion:  During  FY  1994,  BXA  is 
devoting  roughly  6  FTE  and  $400,000  in  base  resources  to 
foreign  defense  conversion  efforts  in  the  four  nuclear 
republics  of  the  former  Soviet  Union — Russia,  Ukraine, 
Kazakhstan,  and  Belarus.  This  work  is  being  carried  out 
under  mission  responsibilities  relating  to  its  role  as 
chair  of  the  Defense  Conversion  Subcommittee  of  the  US- 
Russian  Business  Development  Committee,  which  Secretary 
Brown  chairs,  and  as  vice  chair  to  Secretary  Perry  of  the 
bilateral  Defense  Conversion  Committees  with  the  four 
countries.  Of  the  $400,000  in  1994  base  resources  being 
used,  $360,000  will  be  expended  on  salaries  and  benefits 
and  about  $40,000  for  travel  and  for  printing  and 
distribution  of  the  Russian  Defense  Business  Directories. 

For  FY  1995,  we  plan  to  shift  more  of  our  base  resources 
into  foreign  defense  conversion  as  efforts  expand  within 
the  four  nuclear  republics  and,  perhaps,  with  China.  We 
have  not  asked  for  a  budget  increase  to  support  this  work 
in  FY  1995. 

Export  Control  Technical  Assistance:  During  FY  1994,  BXA 
will  spend  about  $440,000  in  appropriated  funds  to  provide 
technical  assistance  on  export  control  and  enforcement  to 
Eastern  Europe  and  the  former  Soviet  republics.  These 
expenditures  reflect  the  use  of  base  resources  (personnel 
costs)  to  provide  "hands-on  technical  assistance"  in  a 
range  of  countries  to  help  them  develop  export  control  laws 
and  regulations;  design  licensing  and  administrative 
procedures;  receive  training  in  enforcement  techniques  and 
procedures;  and  design  automated  systems  to  support  export 
control  and  enforcement  operations. 

This  work  is  vital  to  U.S.  nonproliferation  goals. 
Moreover,  implementation  of  "common  standard"  export 
control  systems  is  a  pre-condition  to  expanded  U.S.  exports 
and  investment  in  these  countries.  Accordingly,  BXA  has 
requested  a  budget  increase  to  support  this  authorized  work 
in  FY  1995  (9  positions  and  $935,000  as  an  Export  Control 
Technical  Assistance  program  increase) .  It  is  part  of  the 
overall  $4.4  million  and  39  positions  requested  increase. 

QUESTION: 

You  stated  that  BXA  is  working  with  the  Departments  of 
State  and  Defense  on  these  assistance  initiatives.  What 
level  of  resources  are  those  two  departments  devoting  to 
this  initiative  in  both  FY  1994  and  FY  1995? 

ANSWER: 

We  do  not  have  specific  information  on  the  total  planned 
expenditures  of  State  and  Defense  for  this  technical 
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assistance  work  during  FY  1994  and  FY  1995.  Defense  is 
administering  Nunn-Lugar  (or  Murtha-McDade)  funds,  a  small 
part  of  which  are  being  used  for  export  control  technical 
assistance.  About  $25  million,  which  cannot  be  used  to  pay 
salary  and  related  costs  for  U.S.  government  workers,  has 
been  allocated  to  three  of  the  four  nuclear-capable 
republics. 

We  understand  that  money  will  be  allocated  to  Russia  this 
spring. 

QUESTION: 

You  have  been  active  in  this  area  for  several  years  now, 
particularly  in  Eastern  Europe.  Could  you  provide  any 
examples  of  "success  stories"  on  how  your  assistance  has 
been  used  by  these  countries  to  combat  proliferation  of 
military  technologies? 

ANSWER: 

The  goal  of  BXA's  technical  assistance  efforts  is  to  have 
countries  of  proliferation  concern  implement  and 
effectively  administer  export  control  and  enforcement 
systems  which  are  comparable  to  those  run  by  the  United 
States  and  its  allies. 

Our  first  technical  assistance  efforts  were  in  Eastern 
Europe.  We  believe  that  the  success  of  these  early  efforts 
is  evident  in  the  fact  that  Hungary,  the  Czech  Republic, 
the  Slovak  Republic,  and  Poland  have  all  been  removed  from 
the  CoCom  list  of  proscribed  destinations.  This  reflects 
the  judgment  of  the  United  States  and  its  allies  that 
these  countries  have  developed  export  control  systems  which 
meet  the  "common  standard."  Other  East  European  countries 
that  have  received  technical  assistance  and  are  making 
progress  include  Romania  and  Bulgaria. 

In  July  1992,  BXA  organized  and  the  Commercial  Law 
Development  Program  funded  the  participation  of  export 
control  representatives  of  eight  East/Central  European 
nations  in  the  first  direct  technical  assistance  forum  on 
the  legal,  licensing,  enforcement,  and  automation 
dimensions  of  export  controls.  In  addition,  these  foreign 
officials  attended  BXA's  major  Update  '92  Conference  for 
U.S.  business  representatives.  Since  this  conference,  most 
East  and  Central  European  countries  are  considering  some 
form  of  nonproliferation  export  controls  intended  to 
achieve  objectives  such  as  those  of  the  Australia  Group  and 
the  Missile  Technology  Regimes. 

A  recent  example  of  East  European  receptiveness  to  the  BXA 
technical  assistance  efforts  was  a  Commerce/BXA-led  mission 
to  Poland  (and  Lithuania)  where  we  discussed  the 
fundamentals  of  multilateral  export  control  regimes  and 
export  control   nonproliferation  safeguards  under  the 
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Nuclear  Suppliers  Group.  In  early  March,  Poland  hosted  a 
Nuclear  Suppliers  Group  Conference  (with  the  participation 
of  Lithuania) . 

Our  technical  assistance  efforts  in  the  Newly  Independent 
States  (NIS)  began  in  1992.  In  October  of  that  year, 
Belarus  became  the  first  NIS  country  to  sign  an  agreement 
with  the  United  States  on  the  establishment  of  an  export 
control  system  to  prevent  the  proliferation  of  weapons  of 
mass  destruction. 

Under  the  assistance  program,  which  began  in  1993,  BXA  has 
endeavored  to  provide  Belarus  with  the  basic  technical 
skills  to  develop  effective  laws,  institutions, 
organizations,  export  control  procedures,  preventive 
enforcement  programs,  and  automation  systems.  Work 
completed  to  date  includes: 

•  assessment  of  Belarusian  export  control 
infrastructure  and  study  of  automated  systems 
requirements; 

•  safeguards  training  on  preventive  enforcement 
techniques  and  the  conduct  of  pre-license  and  post- 
shipment  checks  in  Belarus; 

•  hosting  a  Belarusian  delegation  of  export  control 
officials  to  discuss  further  development  of  its 
export  administration  system,  including  resolution 
of  legal  and  administrative  issues  in  export  control 
development;  and 

•  development  of  design  specifications  for  automation 
systems  for  the  Belarusian  export  control  system 
license  process. 

Another  sign  of  the  progress  of  the  development  of  an 
effective  export  control  system  in  Belarus  was  the  recent 
elevation  of  the  export  function  within  the  Belarusian 
government.  The  State  Committee  on  Foreign  Economic 
Relations,  the  organization  primarily  responsible  for 
export  control  development,  was  elevated  to  the  Ministerial 
level. 

BXA's  technical  assistance  programs  with  the  other  NIS 
countries  are  also  off  to  a  good  start.  In  March,  BXA 
conducted  a  technical  assistance  program  in  Washington  for 
representatives  of  14  East  European  and  NIS  states.  A 
senior  interagency  delegation  of  export  control  officials 
from  Ukraine  visited  Washington  in  April  to  discuss  how  to 
develop  an  effective  export  control  system  and  to  plan  for 
future  work.  A  similar  delegation  from  Kazakhstan  is 
expected  in  May. 
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QUESTION : 


When  is  assistance  to  a  particular  country  considered 
complete?  Approximately  how  long  do  you  anticipate  it  will 
take  to  complete  the  assistance  for  a  specific  country? 

ANSWER: 

In  general,  technical  assistance  is  considered  complete 
when  a  country  has  implemented  all  components  of  a  "common 
standard"  export  control  and  enforcement  system  and  been 
approved  for  liberalized  treatment  under  the  multilateral 
export  control  regimes  in  which  the  United  States 
participates . 

Countries  vary  considerably  in  the  extent  to  which  they  are 
ready,  willing,  and  able  to  develop  and  implement  a  "common 
standard"  export  control  and  enforcement  system.  These 
differences  determine  the  amount,  type,  and  length  of 
technical  assistance  to  be  provided  by  BXA.  For  general 
planning  purposes,  we  project  that  a  successful  technical 
assistance  relationship  will  last  from  3  to  5  years.  Our 
experience  to  date  is  consistent  with  this  planning 
assumption.  Moreover,  a  review  of  progress  conducted  with 
senior  export  control  officials  from  14  East  and  Central 
European  countries  and  NIS  states  in  Washington  during  the 
week  of  March  28,  1994  further  validates  this  planning 
assumption. 

Request  to  0MB 

QUESTION: 

What  was  your  request  to  the  Department  and  0MB  for  FY 
1995,  what  items  were  eliminated  from  this  request,  and 
what  will  be  the  impact  of  these  reductions  on  BXA's 
ongoing  operations? 

ANSWER: 

BXA's  request  to  the  Secretary  was  $51.0  million  and  449 
positions.  It  included  $.8  million  in  adjustments  to  base, 
and  increases  totaling  $15.6  million  and  185  positions. 
The  request  included: 

•  $6.7  million  and  67  positions  for  nonproliferation 
controls,  and  technical  assistance  to  Eastern  Europe 
and  the  NIS; 

•  $3.3  million  and  48  positions  to  fully  staff 
enforcement  field  offices; 

•  $1.5  million  and  15  positions  to  increase  headquarters 
enforcement  staff; 
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•  $4.1  million  and  55  positions  to  carry  out  BXA's  U.S. 
and  Russian  Defense  Conversion  responsibilities;   and, 

•  -$.5  million  and  -5  positions  in  "Personnel  and 
Administrative  Savings." 

The  Secretary  did  not  approve  the  increase  request  for  the 
Russian  Defense  Conversion  activities,  but  allowed  part  of 
the  export  administration  and  export  enforcement  increases. 

BXA's  request  to  0MB  was  $44.8  million  and  419  positions, 
which  included  $.8  million  in  adjustments  to  base,  and  2 
program  increases  totaling  $9.2  million  and  104  positions. 
The  request  included: 

•  $6.4  million  and  61  positions  to  enable  BXA's  Export 
Administration  activity  to  focus  on  nonproliferation 
export  controls,  technical  assistance  \,o  the  newly 
independent  states,  and  reform  of  the  federal  export 
control  system  (recommended  by  the  Trade  Promotion 
Coordinating  Committee  (TPCC) ) ; 

•  $3.3  million  and  48  positions  to  bring  Export 
Enforcement  field  offices  back  to  the  level  necessary 
to  meet  mandated  responsibilities  (request  to  increase 
headquarters  staff  was  disallowed) ;   and, 

•  -$.5  million  and  -5  positions  in  "Personnel  and 
Administrative  Savings." 

0MB  reduced  Export  Administration's  request  by  -$2.0 
million  and  -23  positions  and  the  Export  Enforcement 
increase  request  by  -21  positions. 

Antiboycott  Compliance 
QUESTION: 

What  is  the  total  amount  included  in  this  request  for  the 
Office  of  Antiboycott  Compliance?  How  does  this  request 
differ  from  current  funding  levels  for  this  office? 

ANSWER: 

BXA's  FY  1995  request  includes  $2,920,000  and  30  positions 
for  the  Antiboycott  Compliance  program.  This  amount 
includes  $1,054,000  for  overhead  expenses. 

Total  FY  1994  funding  is  $2,761,000  and  30  positions,  the 
dollar  amount  including  $1,748,000  for  direct 
salary/expenses  and  $1,013,000  for  overhead  expenses. 
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QUESTION: 


Does  the  recently  announced  authorization  proposal  include 
any  significant  changes  in  the  authorization  for  this 
office? 

ANSWER: 

The  proposed  new  Export  Administration  Act,  which  is  our 
authorizing  legislation,  increases  the  maximum  civil 
penalty  for  antiboycott  violations  from  $10,000  to  $50,000. 
We  believe  this  change  will  provide  greater  deterrence  to 
would-be  violators  and  enhance  the  Department's  ability  to 
impose  civil  penalties  appropriate  to  the  nature  of  the 
offense.  The  maximum  criminal  fine,  available  under  the 
EAA,  would  also  be  increased  substantially  from  $50,000  to 
$250,000  for  individuals  and  $500,000  for  companies.  The 
substantive  provisions  of  the  antiboycott  section  are 
unchanged  from  existing  law. 

The  Administration's  policy  is  to  continue  rigorous 
enforcement  of  the  U.S.  antiboycott  law  and  regulations 
until  all  aspects  of  the  boycott  are  ended  by  the  Arab 
League. 

QUESTION: 

How  has  the  workload  for  this  office  changed  over  the  past 
several  years,  and  what  are  the  reasons  for  those  workload 
changes . 

ANSWER: 

Yes,  the  workload  has  increased.  During  the  period  FY  1993 
to  FY  1994  case  investigation  and  reviews  increased  from  91 
to  125,  and  case  disposition  and  evaluation  grew  from  113 
to  170  during  the  same  period.  The  workload  has  increased 
for  the  following  reasons: 

•  The  office  is  concentrating  on  more  substantive 
violations.  These  require  more  investigative  time  and 
attention. 

•  The  number  of  telephone  calls  for  advice  and  the 
requests  for  training  and  assistance  from  members  of 
the  regulated  public  has  increased,  particularly  in  the 
wake  of  the  Baxter  settlement  last  Spring  and  the 
publicity  it  generated. 

•  Although  the  number  of  boycott  reports  has  declined 
slightly  in  the  past  year,  the  amount  of  analysis  given 
to  each  report  has  increased.  The  Office  of 
Antiboycott  Compliance  is  providing  more  detailed  and 
more  frequent  analyses  of  the  reports  to  assist  U.S. 
government  efforts  to  end  the  boycott.   The  Office  now 
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provides  quarterly,  in  addition  to  annual,  statistics. 
It  also  now  furnishes  the  State  Department  and  relevant 
embassies  with  samples  of  the  language  in  the  boycott 
requests  from  key  countries.  It  also  analyzes  the 
frequency  with  which  the  language  appears  and,  to  the 
extent  possible,  identifies  entities  in  the  boycotting 
countries  who  originate  the  boycott  requests. 

QUESTION: 

Mr.  Carter,  do  you  feel  that  the  Bureau  of  Export 
Administration  is  the  appropriate  entity  to  administer  the 
antiboycott  activities  of  the  U.S.  government?  If  not, 
what  agency  would  be  a  more  appropriate  place  to  relocate 
this  function? 

ANSWER: 

I  believe  that  the  Bureau  of  Export  Administration  is  the 
appropriate  entity  to  administer  the  antiboycott  activities 
of  the  United  States  Government.  It  has  amassed  the 
expertise  to  provide  both  the  public  education  and  vigorous 
enforcement  necessary  to  implement  this  law.  I  am 
committed  to  maintaining  these  efforts. 

Interagency  Licensing  System 

QUESTION: 

You  are  asking  for  3  positions  and  $1,350,000  to  improve 
the  interagency  licensing  system.  Your  statement  says  that 
this  increase  will  fund  5  specific  automation  needs.  Could 
you  please  tell  the  Committee  more  about  these  automation 
systems  and  how  they  will  improve  the  licensing  process? 

ANSWER: 

Of  the  total  amount  requested,  roughly  $300,000  will 
support  the  3  positions  requested  for  BXA's  Office  of 
Information  Resources  Management  (OIRM) .  Creation  and 
maintenance  of  a  modern  automated  information 
infrastructure  is  a  need  that  is  independent  of  the  annual 
volume  of  export  licenses.  OIRM  authorized  staff  has 
declined  from  27  in  1990  to  14  in  FY  1994.  This  is  not  a 
sufficient  workforce  of  computer  specialists  to  maintain 
current  systems  (e.g.,  licensing,  enforcement,  antiboycott, 
and  office  automation)  and  continue  developmental  efforts 
(e.g.,  local  area  network,  shippers  export  declaration 
analysis,  field  office  networks,  license  appeals,  dispute 
resolution,  litigation,  and  TPCC/NPR  recommendations) . 

With  respect  to  the  five  specific  systems  areas  included  in 
our  increase  request,  please  note  the  following. 

•   BXA's  Export  Control  Automated  Support  System  (ECASS) 
system  currently  operates  on  an  IBM  3081  at  the 
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Department  of  Commerce  Computing  Center  using  Model  204 
programming.  The  age  of  the  mainframe,  the  decline  in 
anticipated  license  volumes,  and  the  anticipated  cost 
increases  to  continue  operation  of  the  current  system 
indicate  the  need  for  conducting  a  "rightsizing"  study 
and  taking  appropriate  follow-up  action.  This  piece  of 
the  BXA  request  will  enable  us  to  complete  a 
rightsizing  study  and  either  begin  to  move  our  system 
to  our  local  area  network  or  to  upgrade  the  existing 
mainframe  system  for  the  longer  term.  FY  1995  costs 
are  estimated  at  $200,000. 

•  Most  ECASS  users  communicate  with  the  system  through 
the  BXA  local  area  network.  This  includes  BXA 
headquarters,  the  State  Department,  and  the  CIA.  Our 
LAN  technology  is  old  and  the  system  has  become  slower 
and  less  reliable  during  the  past  two  years  as  the 
number  of  users  has  grown.  The  company  which 
manufactured  our  LAN  bridges  is  no  longer  in  business 
and  60%  of  the  PCs  attached  to  the  LAN  are  more  than  5 
years  old.  As  bridges  go  out  of  service,  they  cannot 
be  repaired  and  users  must  be  consolidated  on  the  fewer 
remaining  bridges.  Our  plan  is  to  upgrade  the  BXA  LAN 
architecture  and  equipment  to  bring  its  operating 
performance  into  line  with  widely  accepted  performance 
standards.  This  upgrade  will  also  provide  the  basis 
for  further  expanding  network  users,  within  and  outside 
of  DOC,  and  adding  future  applications  such  as  imaging, 
consolidation  of  license  application  forms,  etc. 
Improving  connectivity  for  our  field  organization,  both 
to  ECASS  and  to  BXA's  expanding  Automated  Forms 
subsystem,  entails  the  development  of  a  wide-area 
network  during  the  next  few  years.  FY  1995  costs  are 
estimated  at  $200,000  on  the  assumption  that  the  FY 
1994  transfer  request  is  approved. 

•  As  described  above,  reconfiguring  and  upgrading  BXA's 
networks  are  key  elements  in  our  longer  term 
information  strategy.  This  will  provide  us  with  the 
infrastructure  for  further  improvements  in  the 
electronic  interface  between  BXA  and  other 
licensing/enforcement  agencies,  both  domestic  and 
foreign.  Currently,  only  the  State  Department  and  CIA 
use  direct  access  to  BXA's  ECASS  system  as  a  vehicle 
for  reviewing  licenses  and  communicating  their 
positions  to  our  licensing  officers.  Defense,  Energy, 
and  Customs  download  selected  ECASS  files  for 
processing  within  their  own  systems.  As  such,  they 
rely  on  a  snapshot  of  the  database  which  is  constantly 
changing.  We  believe  that  completion  of  the  work 
described  above  will  provide  the  basis  for  substantial 
future  improvements  to  the  non-classified  electronic 
interface  among  all  licensing/enforcement  agencies. 
The  general  directions  of  these  future  improvements 
have  been  described  by  the  Four  Inspector  General  Study 
of  the  interagency  licensing  process  and  the  Trade 
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Promotion  Coordinating  Committee  and  National 
Performance  Review  studies  of  export  controls.  These 
directions  are  listed  in  Attachment  A.  We  believe  that 
significant  improvements  in  the  accuracy  and  timeliness 
of  license  processing  can  be  achieved  from  pursuing 
these  enhancements  during  the  remainder  of  the  1990s. 
Our  FY  1995  investment  is  targeted  at  $140,000  to  begin 
addressing  these  recommendations. 

•  The  BXA  increase  proposal  includes  the  application  of 
imaging  technology  to  the  license  process.  It  is 
listed  separately  given  the  anticipated  cost  of 
developing  an  image  storage,  retrieval  and  transfer 
system  over  several  years  as  recommended  by  the  TPCC. 
The  goal  of  the  project  is  to  eliminate  the  often  bulky 
paper  files  that  must  be  transferred  among  license 
officers  and  reviewing  agencies  during  license 
processing  and  dispute  resolution.  In  many  instances, 
the  license  process  comes  to  a  halt  waiting  for  paper 
files  to  catch  up  with  the  electronic  record.  Our 
proposal  is  to  develop  a  prototype  system  during  FY 
1995  with  full  implementation  during  FY  1996-97. 
Internal  studies  indicate  that  processing  times  for 
referred  cases  can  be  improved  through  the  adoption  of 
this  technology.  FY  1995  costs  for  prototype 
implementation  will  amount  to  $300,000. 

•  The  final  component  of  BXA's  increase  proposal  relates 
to  the  anticipated  need  to  replace  BXA's  Optical 
Character  Recognition  (OCR)  System  and  reprogram  the 
exporter  notification  system  (STELA — System  for 
Tracking  Export  Licenses)  as  the  license  regime 
continues  to  change  during  the  remainder  of  the  decade. 
Changes  to  the  control  lists,  and  consolidation  of 
license  applications  forms  within  DOC  or  among 
agencies,  create  the  need  to  modify  these  systems 
periodically.  OCR  changes  run  about  $150,000  and  STELA 
modifications  cost  about  $60,000  to  implement.  Hence, 
we  plan  FY  1995  expenditures  of  $210,000  in  this  area. 

QUESTION: 

What  other  agencies  use  this  licensing  system?  What 
amounts  are  these  agencies  contributing  to  the  costs  of 
acquiring  the  automation  required? 

ANSWER: 

As  noted  above.  State  and  CIA  have  on-line  access  to  ECASS. 
Defense,  Energy,  and  Customs  work  with  downloaded  data.  In 
addition,  the  General  Accounting  Office  and  Inspector 
General  obtain  downloaded  data  or  require  BXA  to  conduct 
special  computer  runs  costing  BXA  hundreds  of  thousand 
dollars  in  staff  time,  programming  costs,  and  machine  time 
each  year. 
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Customs  pays  for  its  DOC  Computer  Center  time.  CIA  has 
contributed  $6,000  for  the  annual  production  of  computer 
tapes.  Energy  has  reimbursed  BXA  for  systems  modifications 
which  it  required  to  move  its  system  to  Los  Alamos.  Beyond 
that,  no  agency  has  provided  BXA  with  funding  to  either 
maintain  or  modify  its  system,  nor  do  we  expect  external 
contributions  to  the  systems  upgrades  described  in  the 
above  question.  We  do  expect  these  agencies  to  fund  their 
own  costs  for  improving  electronic  linkages  with  BXA. 

QUESTION: 

Is  this  a  one-time  automation  upgrade  process,  or  do  you 
plan  to  continue  the  automation  upgrade  over  a  period  of 
time?  If  the  latter,  what  will  be  the  total  costs  of 
achieving  the  interactive  computer  links? 

ANSWER : 

This  is  a  multi-year  program  with  an  estimated  cost  of 
$5,000,000  through  FY  1999. 

Export  Enforcement 

QUESTION: 

You  are  requesting  an  increase  of  28  positions  and  $3.3 
million  for  export  enforcement.  What  is  the  base  level 
for  this  program? 

ANSWER: 

The  base  level  for  the  Export  Enforcement  budget  activity 
is  126  positions  and  $15,085,000,  which  includes  $575,000 
for  adjustments  to  base. 

QUESTION: 

How  did  you  determine  that  this  would  be  an  adequate  level 
of  export  enforcement?  Have  you  done  any  studies  as  to  the 
success  of  your  enforcement  activities? 

ANSWER: 

It  is  always  difficult  to  describe  what  constitutes  an 
"effective"  enforcement  program,  especially  when  the  issue 
is  detection  and  punishment  of  violators  whose  actions  are 
not  easily  discernable.  One  measure  that  EE  believes  shows 
the  critical  need  for  its  proposed  increases  is  a 
comparison  for  the  years  FY  1989,  which  was  the  "high 
water"  mark  of  OEE  and  the  year  the  Warsaw  Pact  began  to 
disintegrate,  and  FY  1994,  a  year  in  which  almost  all  of 
OEE's  activities  are  focused  on  the  much  more  difficult 
nonproliferation  enforcement  issues.  As  the  chart 
(Attachment  B)  demonstrates,  in  FY  1989  OEE  had  101 
personnel  to  handle  588  cases.   Currently  OEE  is  operating 
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with  an  allocation  of  51  FTE  (although  it  has  81  on-board 
personnel)  handling  1490  cases.  This  is  a  250%  increase  in 
cases  and  a  50%  reduction  in  authorized  FTE  since  FY  1989. 
OEE's  enforcement  program  has  recently  been  studied  by  the 
GAO  as  part  of  its  overall  review  on  export  enforcement 
activities  government-wide.  In  its  study,  GAO  specifically 
found  that  although  OEE  had  a  highly  effective  enforcement 
program,  it  was  woefully  short  of  resources. 

QUESTION : 

You  mention  that  this  increase  is  necessary  to  maintain  and 
operate  the  national  structure  of  eight  field  offices.  Has 
this  Administration  conducted  a  review  of  the  number  and 
locations  of  the  BXA  field  offices?  Do  you  consider  the 
current  structure  to  be  adequate  or  will  you  be  proposing 
any  changes  in  the  field  office  structure? 

ANSWER: 

We  have  examined  our  field  office  structure  and  believe 
that  the  current  8  enforcement  field  offices  are  sufficient 
for  effective  enforcement  if  they  are  adequately  staffed. 
With  respect  to  export  administration  regional  offices,  BXA 
recently  proposed  the  closing  of  its  new  Hampshire  export 
assistance  office  due  to  declining  workload  in  the  area  as 
a  result  of  decontrol. 

QUESTION: 

What  is  the  current  status  of  the  Springfield  office?  Have 
you  implemented  the  proposed  relocation  of  this  field 
office  to  the  Washington,  DC  headquarters  space? 

ANSWER: 

To  date,  we  have  not  proposed  a  relocation.  If  adequate 
staffing  resources  are  provided  to  OEE,  the  current 
Springfield,  Virginia,  field  office  will  remain  in  place 
for  the  foreseeable  future. 

Industrial  Resource  Administration 

QUESTION: 

Your  Office  of  Industrial  Resource  Administration  is 
involved  in  the  conversion  of  U.S.  defense-related 
enterprises  to  commercial  markets.  What  specific 
activities  does  this  office  undertake  in  this  regard,  and 
what  is  the  total  level  of  funding  devoted  to  this 
initiative  in  FY  1994? 

ANSWER: 

The  Office  of  Industrial  Resource  Administration  (OIRA)  is 
actively  involved  in  efforts  to  help  facilitate  the 
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conversion  and  diversification  of  U.S.  defense  related 
enterprises  to  dual  use  and  commercial  markets.  A 
description  of  OIRA's  principal  activities  in  this  area  are 
set  forth  below. 

On  July  20,  1993,  Secretary  Brown  announced  that  BXA/OIRA 
would  develop  and  implement  a  pilot  program  on  defense 
conversion  for  regions  that  are  particularly  affected  by 
reductions  in  DOD  procurement.  At  present,  this  program  is 
funded  primarily  by  a  reimbursable  agreement  of  $1.2 
million  with  the  Economic  Development  Agency  (EDA) .  It  is 
supported  by  7  FTE  in  OIRA  and  2  FTE  in  BXA's  Western 
Regional  Office. 

The  OIRA  program  is  a  multi-phased  effort  whose  primary 
mission  is  to  provide  critical  information  to  the  small  and 
mid-sized  defense  firms  who  have  been  hardest  hit  by  the 
domestic  defense  down-turn.  The  major  activities 
undertaken  include: 

•  The  1994  Resource  Matching  Program:  This  is  a  series 
of  hands-on,  customized  seminars  to  assist  defense 
firms  find  new  business  opportunities  in  defense  and 
commercial  areas.  There  will  be  eight  program 
categories  in  33  locations  (e.g.,  how  to  access  and 
commercialize  federal  R&D,  international  marketing 
assistance  for  defense  and  commercial  exports;  how  to 
patent  your  company's  technology).  OIRA  is  in  the 
process  of  presenting  this  program  nationally. 

•  Defense/Diversification  Market  Assessments:  OIRA  is 
in  the  process  of  developing  a  series  of  five 
comprehensive  regional  market  assessments  geared  for 
small  and  mid-sized  U.S.  defense  firms  that  are  new  to 
export.  The  first  assessment  will  be  the  Pacific  Rim, 
followed  by  Western  Europe,  Middle  East,  South  America, 
and  East  Europe/Former  USSR.  These  assessments  will 
include:  general  economic  overview,  defense  industry 
environment,  defense  opportunities, 
diversif icat ion /commercial iz at ion  opportunities, 
country  specific  regulations  and  policies,  USG/embassy 
points  of  contact.  Further,  OIRA  is  developing  a 
highly  specialized  guide  for  industry  on  NATO 
infrastructure  contracts. 

•  Sub-Contractor  Base  Assessments:  OIRA  will  assess  the 
specific  problems  confronting  the  defense  subcontractor 
manufacturing  base  in  selected  regions  in  order  to 
target  U.S.  government  efforts  to  alleviate  those 
problems.  In  collaboration  with  the  California 
Industrial  Leadership  Council  and  Teledyne  Ryan  (an 
aerospace  prime  contractor  located  in  San  Diego) ,  OIRA 
will  identify  subcontractors  that  manufacture  essential 
defense-related  items  and  evaluate  the  problems  they 
are  encountering  due  to  defense  downsizing.  OIRA  will 
then  match  specific  companies  with  appropriate  U.S. 
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government  defense  conversion  programs,  such  as  the 
Manufacturing  Extension  Program  of  NIST,  trade 
promotion  programs,  or  labor  retraining  programs.  OIRA 
will  also  share  the  data  and  analysis  with  the 
Department  of  Defense.  If  successful,  the  program  will 
be  expanded  to  other  regions  of  the  country  that  are 
disproportionately  affected  by  defense  cutbacks. 

•  Special  Edition  of  the  Commerce  Business  Daily  (CBD) : 
It  has  become  apparent  that  many  of  the  small  and  mid- 
sized defense  companies  will  face  a  difficult  task 
competing  in  the  post  Cold  War  environment.  It  is  not 
that  these  companies  do  not  possess  a  product,  skill, 
or  technology.  In  fact,  many  of  these  companies  are 
quite  capable  and  competitive  but  have  only  marketed 
through  their  prime  contractors.  OIRA  has  proposed  a 
special  edition  of  the  CBD  where  these  firms,  in  a  100 
word  announcement  could  describe  who  they  are,  what 
they  do,  and  what  can  or  would  like  to  do  in  the 
future.  This  pilot  program  will  allow  firms  to 
advertise  themselves  nationally  and  internationally  to 
establish  new  business  relationships  and  strategic 
ventures. 

•  Defense  Trade  Information  Network  (DTIN) :  OIRA  has  a 
"hot  line"  for  industry  in  order  to  provide  outreach  on 
defense  and  dual  use  export  opportunities.  It  also 
lets  OIRA  serve  as  an  interagency  ombudsman  for 
industry  within  the  USG  on  defense  trade  issues.  This 
is  intended  to  ensure  high  level  awareness  of  the 
economic  advantages  of  a  vibrant  and  competitive 
defense  industry. 

Other  Related  Initiatives 

•  Critical  Technology  Assessments:  Under  the  Defense 
Production  Act  the  National  Defense  Authorization  Acts, 
and  various  Executive  and  Departmental  Orders,  OIRA  has 
broad  responsibilities  for  assessing  the  ability  of 
defense-critical  industries  and  technologies  to  support 
current  and  future  national  security  requirements. 
While  OIRA  has  had  this  basic  responsibility  for  many 
years,  the  current  environment  of  steeply  declining 
defense  budgets  and  upheaval  in  the  defense  sector  make 
such  analyses  particularly  important.  A  key  policy 
concern  is  to  ensure  that  core  capabilities 
(technology,  production,  skilled  labor)  are  not  lost  in 
the  transition  and  are  available  to  support  future 
national  security  needs.  OIRA  often  conducts  such 
assessments  at  the  request  of  the  Department  of  Defense 
or  one  of  the  individual  services.  To  accomplish  these 
analyses,  OIRA  uses  its  data  collection  authorities 
under  the  Defense  Production  Act  to  conduct  detailed 
surveys  of  industry  at  the  plant  level. 
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In  FY  1994,  OIRA  will  complete  assessments  examining  the 
financial,  production,  and  technology  status  of  six 
defense-critical  technologies  in  light  of  defense  budget 
cuts:  advanced  composites,  advanced  ceramics, 
optoelectronics,  superconductivity,  artificial  intelligence 
and  flexible  computer- integrated  manufacturing.  These 
assessments  are  forwarded  to  Congress  (Armed  Services 
Committees) ,  as  well  as  to  policymakers  in  the  Department 
of  Defense  and  industry.  OIRA  will  devote  3  FTE  to  this 
activity  in  FY  94. 

Navy  CAD/PAD  Assessment 

At  the  request  of  the  Department  of  the  Navy,  OIRA  in  FY 
1994  initiated  an  assessment  of  the  impact  of  defense  cuts 
on  the  cartridge  and  propellent  actuated  device  (CAD/PAD) 
industry,  including  defense  conversion  potential.  The 
findings  and  recommendations  will  be  forwarded  to  the  Navy, 
including  any  changes  in  acquisition  policy  (e.g.,  make/buy 
percentages)  that  may  be  needed  to  maintain  key 
capabilities  in  this  important  sector. 

While  the  Navy  is  funding  a  portion  of  this  assessment 
($117,000),  OIRA  is  also  devoting  managerial  personnel  and 
other  resources  to  the  project. 

QUESTION: 

Does  BXA  have  the  in-house  expertise  to  participate  in  this 
activity?  How  long  has  BXA  been  involved  in  such  programs? 

ANSWER: 

BXA,  and  its  predecessor  organizations,  has  had  basic 
responsibility  for  analyzing  the  capabilities  of  U.S. 
industry  to  meet  current  and  future  national  security 
requirements  for  nearly  40  years.  However,  the  focus  of 
these  analyses  has  changed  over  the  years  in  response  to 
changes  in  the  global  environment. 

For  example,  during  the  Cold  War  the  primary  focus  was  to 
analyze  the  ability  of  industry  to  increase  production  in 
an  emergency  to  support  dramatically  increased  defense 
demand  for  a  protracted  conventional  war  with  the  Soviet 
Union.  During  the  1980 's  and  early  1990 's,  the  loss  of 
U.S.  competitiveness  and  technological  preeminence  in  key 
industrial  sectors  became  a  major  focus  of  concern. 
Accordingly,  there  is  now  a  greater  focus  on  economic 
security  issues.  Today's  environment  of  steeply  declining 
defense  budgets  has  led  to  a  realignment  of  our  analyses  to 
maintaining  core  capabilities  in  key  industries  and 
technologies  in  light  of  defense  cutbacks  and  increasing 
international  competition. 

OIRA  maintains  a  staff  of  industry  analysts  to  prepare 
these  assessments.   OIRA  staff  is  highly  educated  and 
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experienced  in  design  and  use  of  industrial  surveys, 
financial  and  economic  analysis,  and  policy  development. 
Because  OIRA  examines  a  wide  variety  of  defense-critical 
industries  and  technologies,  the  staff  relies  upon 
technical  and  industry  experts  in  other  parts  of  Commerce 
(e.g.,  NIST,  ITA  industry  specialists)  as  well  as  other 
government  agencies  and  the  private  sector  to  support  its 
analyses. 

QUESTION: 

To  what  extent  does  BXA  interact  with  the  Economic 
Development  Administration  (EDA)  and  the  Technology 
Administration  (TA)  in  carrying  out  defense  conversion 
activities  in  the  United  States? 

ANSWER: 

OIRA  interacts  with  other  parts  of  Commerce  in  several 
ways. 

First,  OIRA  relies  upon  technical  experts  to  support  its 
industry  and  technology  assessments.  Experts  at  the 
National  Institute  of  Standards  and  Technology  and  the 
International  Trade  Administration  have  long  provided 
analytic  input  to  OIRA  studies,  including  those  with  a 
defense  conversion  focus. 

Second,  OIRA's  survey  capabilities  and  authorities  and 
completed  assessments  are  used  by  other  parts  of  Commerce, 
including  TA,  NIST  and  EDA  to  better  target  their  programs 
to  those  areas  of  the  defense  base  that  most  need 
assistance.  For  example,  OIRA's  California  Pilot  Project 
is  to  identify  the  specific  problems  and  needs  of 
California  defense  subcontractors  so  that  the  effectiveness 
of  defense  conversion  assistance  programs  (including  those 
of  EDA  and  TA/NIST)  can  be  maximized.  The  findings  of  this 
project  will,  of  course,  be  made  available  to  these 
organizations,  and  others  involved  in  defense  conversion 
efforts.   (We  also  hope  to  expand  the  project  nationwide.) 

In  essence,  OIRA  plays  a  key  analytical  role  in  defense 
conversion.  This  analysis  is  needed  to  apply  the  defense 
conversion  assistance  of  other  agencies  in  the  most 
efficient  way  possible.  Moreover,  the  findings  and 
recommendations  of  OIRA's  industrial  and  technology 
programs  can  be  used  by  defense  planners  in  government  and 
industry  to  address  problems  before  serious  damage  is  done 
to  our  national  security  preparedness  or  economic 
competitiveness . 

Third,  OIRA  coordinates  its  reviews  of  defense  trade 
Memoranda  of  Understandings  with  engineering  specialists  in 
Technology  Administration  to  ensure  that  agreements  that 
the  USG  signs  do  not  have  adverse  impacts  on  the  U.S. 
industrial  base  and/or  technological  competitiveness. 
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Trade  Promotion  Coordinating  Committee 

QUESTION: 

What  are  some  of  the  specific  goals  for  BXA  laid  out  by  the 
Trade  Promotion  Coordinating  Committee  (TPCC) ?  How  will 
you  ensure  that  these  goals  are  met  (e.g.,  reducing 
licensing  processing  time)? 

ANSWER: 

The  TPCC  Report  laid  out  many  specific  goals  for  BXA.  The 
report  called  for  significant  decontrol  of  computer  and 
telecommunication  equipment.  This  has  been  accomplished 
with  the  publication  of  several  new  regulations,  the  most 
recent  being  the  GLX  license  announcement  of  March  30, 
1994. 

The  report  also  called  for  improving  the  automated 
licensing  database  between  agencies.  BXA  has  several 
initiatives  in  the  works  to  improve  the  operability  of  the 
interagency  system.  These  include  the  creation  of  an 
imaging  system  and  other  enhancements. 

The  report  also  called  for  streamlining  the  export  control 
and  decision  making  process.  Specific  goals  called  for  the 
reduction  of  license  processing  time,  the  factoring  of 
economic  analysis  into  the  decision  making  process, 
resolution  of  commodity  jurisdiction  disputes,  and  a 
thorough  review  of  unilateral  controls.  To  ensure  that  we 
achieve  our  goals  with  respect  to  these  items,  specific 
requirements  regarding  these  areas  are  included  in  the 
Administration's  proposed  legislation  for  the  new  Export 
Administration  Act. 

Additionally,  the  Bureau  of  Export  Administration  is 
planning  to  reorganize  to  further  streamline  the  export 
control  process,  to  improve  our  outreach  efforts  to 
exporters,  and  to  apply  reinvention  principles  to  our 
operation. 

QUESTION: 

In  line  with  the  shifting  focus  of  export  controls  towards 
nonproliferation,  you  are  requesting  an  increase  of  $1.7 
million  and  16  FTE  to  acquire  new  expertise  in 
nonproliferation  controls.  What  will  you  do  with  the 
existing  staff  and  resources  in  this  area  which  may  not 
have  the  expertise  to  handle  the  expanding  nonproliferation 
concerns? 


ANSWER: 

BXA  has  been  downsizing  since  1991.  In  part,  this  has  been 
through  retirements  and  other  normal  attrition.    Our 
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efforts  have  focused  on  finding  jobs  outside  of  BXA  for 
employees  whose  knowledge  and  skills  are  not  consistent 
with  the  needs  of  the  emerging  nonproliferation  regimes. 
We  are  working  hard  at  this  outplacement — and  we  have  had 
considerable  success. 
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Attachment  A 
Bureau  of  Export  Administration 
TPCC/NPW  Wftfftiqmendations  Listed  in  IG  Study 

I.  4-IG  Study: 

1.  Implement  procedures  for  reconciling 
DOC/DOS/DOD/DOE  dual  use  licensing  databases. 

2.  Expand  use  of  ECASS  by  DOS/DOD/DOE 

II.  TPCC  Report; 

1.  Make  existing  referral  system  more 
efficient /effective. 

2.  Examine  feasibility  of  simplifying  documents  or 
creating  one  licensing  form  for  use  by  Commerce 
and  State. 

3.  Identify  and  implement  measures  to  enhance  the 
efficiency  of  ECASS 

Enhance  quality  and  timeliness  of 
information  referred  to  advisory  agencies 

Improve  interoperability  of  agencies' 
databases   (DOC/DOS/DOE/DOD) 

Explore  use  of  optical  scanning  and 
storage  systems.   (DOC) 

III.  NPR  Report: 

1.  Study  feasibility  of:  "One  stop  shopping"  for 
export  licensing. 

2.  Designation  of  one  agency  as  entry  point  for 
license  applications. 

3.  Consolidation  of  administrative  functions. 
(Dor/DOS) 

4.  Creation  of  a  uniform  application  form. 
(DOC/DOA) 

5.  Begin  to  upgrade  and  integrate  data  systems. 
(DOC/DOS/DOE/DOD) 


Wednesday,  March  16,  1994. 

UNITED  STATES  TRAVEL  AND  TOURISM 
ADMINISTRATION 

WITNESSES 

GREG  FARMER,  UNDER  SECRETARY  FOR  TRAVEL  AND  TOURISM 
LEE  J.  WELLS,  DIRECTOR,  OFFICE  OF  STRATEGIC  PLANNING  AND  AD- 
MINISTRATION 
MARK  E.  BROWN,  DIRECTOR,  OFFICE  OF  BUDGET 

Mr.  MORAN  [presiding].  The  subcommittee  is  called  to  order,  such 
as  it  is  this  morning. 

The  first  item  we  will  consider  today  is  the  fiscal  year  1995  re- 
quest for  the  U.S.  Travel  and  Tourism  Administration  under  the 
Department  of  Commerce. 

The  request  is  for  $17,930,000,  a  decrease  of  $590,000  below 
what  was  provided  last  year. 

We  will  put  the  justifications  submitted  in  support  of  this  re- 
quest into  the  record  at  this  point. 

[The  justifications  follow:] 
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Mr.  MORAN,  We  are  going  to  hear  from  the  very  new  Under  Sec- 
retary of  Commerce  for  Travel  and  Tourism,  Mr.  Greg  Farmer. 

We  will  put  Mr.  Farmer's  biographical  sketch  into  the  record,  be- 
cause this  is  the  first  time  he  has  testified  before  the  subcommit- 
tee. 

[The  biographical  sketch  follows:] 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
The  Under  Secretary  for  Travel  and  Tourism 
Washington.  DC.  20230 


GREG  FARMER 

Under  Secretary  of  Commerce  for  Travel  and  Tourism 


Greg  Farmer  was  confirmed  as  Under  Secretary  of  Commerce  for  Travel  and  Tourism 
by  the  U.S.  Senate  on  March  1,  1994.    Nominated  by  President  Clinton  on  November 
22,  1993,  Under  Secretary  Farmer,  44,  will  be  responsible  for  overall  policy  develop- 
ment and  direction  of  the  U.S.  Travel  and  Tourism  Administration  -  th&  Nation's 
official  tourism  office. 

An  agency  of  the  U.S.  Department  of  Commerce,  USTTA  coordinates  and  negotiates 
international  tourism  policy,  conducts  statistical  and  market  research  and  directs  a 
dynamic  program  of  tourism  trade  development.    USTTA's  programs  are  designed  to 
support  U.S.  states,  cities,  regions  and  private  industry,  with  special  emphasis  on 
small  businesses,  cultural  and  ethnic  communities  and  rural  areas. 

Farmer  was  previously  Secretary  of  the  S50  million  Florida  Department  of  Com- 
merce, responsible  for  promoting  a  comprehensive  economic  development  program  for 
the  state.   In  that  capacity.  Farmer  had  oversight  of  international  and  domestic 
tourism;  international  trade;  industry  development;  business  assistance;  and  sports, 
film  and  motion  picture  development.    Appointed  by  Governor  Lawton  Chiles  in 
1991,  Farmer  advised  the  Governor  on  all  matters  affecting  Florida's  business 
community  and  served  as  a  member  of  the  Florida  International  Affairs  Commission. 

From  1989  to  1991  Farmer  was  Director  of  Governmental  Relations  for  Northern 
Telecom  Inc.,  responsible  for  conducting  analyses  of  the  impact  of  public  policy 
decisions  affecting  taxes,  international  trade  and  high  technology  industry  on  the 
telecommunications  industry. 

Farmer's  extensive  legislative  and  political  experience  includes  six  years  (1982-1988) 
as  Chief  of  Staff  for  former  Congressman  Buddy  MacKay;  Local  Government  Liaison 
for  former  Governor  Bob  Graham  (1981);  Campaign  Manger  for  Buddy  MacKay  for 
U.S.  Senate  1980;  and  Executive  Director  of  the  Florida  Democratic  Party  (1975- 
1979). 

Farmer  is  a  graduate  of  Florida  International  University  and  earned  his  master's 
degree  from  Florida  State  University. 
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Overview  of  Statement 

Mr.  MORAN.  Maybe  you  would  like  to  synopsize  your  testimony. 
We  will  put  it  in  its  entirety  into  the  record  as  well. 

Mr.  Farmer.  Good  morning,  Mr.  Chairman.  I  will  give  a  brief 
summary  of  that  testimony. 

This  is  going  to  be  a  very  exciting  year  for  travel  and  tourism, 
and  I  am  excited  to  come  before  you  today  with  this  budget  even 
though  it  is,  as  you  say,  a  slight  decrease.  As  you  know,  the  Presi- 
dent announced  three  weeks  ago  that  we  are  going  to  have  a  White 
House  Conference  on  Travel  and  Tourism.  I  think  that  is  an  impor- 
tant announcement  because  it  signifies  the  importance  of  our  in- 
dustry. 

Just  a  couple  of  figures  that  I  would  like  to  share  with  the  com- 
mittee: In  1993,  expenditures  for  travel  and  tourism,  both  domestic 
and  international,  were  more  than  $380  billion.  We  created  over  6 
million  jobs,  and  helped  offset  our  Nation's  $60  billion  trade  deficit. 
Last  year,  we  had  45.7  million  visitors  visit  the  country,  spending 
over  $75  billion. 

What  it  really  means,  Mr.  Chairman,  is  tourism  is  the  number 
two  employer  in  America;  it  is,  in  fact,  by  the  Year  2000,  expected 
to  be  the  number  one  employer  in  America.  And  as  John  Naisbitt 
says  in  his  new  book,  "Global  Paradox,"  it  is  expected  to  be  the 
most  important  industry  of  the  21st  Century. 

I  am  proud  to  be  here  today  to  represent  USTTA,  and  say  that 
we  intend  to  work  in  the  near  future  with  the  private  sector  and 
with  the  States  to  make  changes  at  USTTA  to  do  an  even  better 
job  in  the  future  of  expanding  the  market  for  the  United  States. 

As  you  know,  during  the  last  two  years,  the  U.S.  share  of  inter- 
national visitors  has  gone  down.  That  affects  jobs,  it  aiffects  the 
economy.  We  take  great  pride  in  helping  to  grow  that  market  very 
seriously. 

[The  prepared  statement  of  Mr.  Farmer  follows:] 
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PREPARED  STATEMENT  BY  GREG  FARMER 
UNDER  SECRETARY  OF  COMMERCE  FOR  TRAVEL  AND  TOURISM 

Before  the  Subcommittee  on 

Commerce,  Justice,  State,  the  Judiciary  and  Related  Agencies 

Committee  on  Appropriations 

House 

March  15,  1994 


Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased  to 
appear  before  you  to  present  the  United  States  Travel  and  Tourism 
Administration's  (USTTA's)  budget  request  of  $17,930,000  for 
fiscal  year  1995. 

1994  is  shaping  up  to  be  a  very  exciting  year  for  tourism. 
Several  weeks  ago  President  Clinton  announced  that  he  will 
convene  a  White  House  Conference  on  Tourism  in  late  1995.   The 
President's  announcement  is  a  very  important  symbol  demonstrating 
that  this  Administration  recognizes  the  need  for  dramatic  change 
in  the  way  the  Federal  Government  develops  and  promotes  travel 
and  tourism  within  the  United  States. 

USTTA  is  charged  with  serving  as  the  nation's  official  tourist 
office,  responsible  for  coordinating  cooperative  public  and 
private  sector  international  travel  promotion  efforts,  providing 
objective  research  statistics,  and  stimulating  travel  and  tourism 
development  within  the  United  States. 

The  economic  facts  of  tourism  speak  for  themselves.   In  1993, 
expenditures  for  travel  and  tourism,  both  domestic  and 
international,  amounted  to  more  than  $380  billion,  accounted  for 
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more  than  6  percent  of  the  Gross  National  Product,  directly 
provided  over  6  million  jobs,  and  helped  offset  our  nation's 
estimated  $60  billion  trade  deficit. 

Last  year,  45.7  million  international  visitors  came  to  the  United 
States  and  spent  nearly  $75  billion.   This  spending  generated  an 
estimated  7.5  billion  in  tax  revenues  and  supported  almost  one 
million  jobs  in  the  United  States.   As  a  result  of  these 
international  visitors  the  United  States  enjoyed  a  tourism  trade 
surplus  of  $22  billion.   In  other  words,  international  travel  to 
the  United  States  is  one  of  our  largest  exports,  ranking  well 
ediead  of  agricultural  goods,  chemicals,  and  motor  vehicles.   It 
is  our  largest  business  service  export. 

Despite  these  impressive  statistics,  many  people  both  in  and 
outside  of  government  question  the  need  for  a  Federal  role  in  the 
development  and  promotion  of  travel  and  tourism.   I  know  that  I 
would  strike  a  serious  blow  to  my  credibility  if  I  did  not  admit 
that  at  times  the  manner  in  which  USTTA  has  fulfilled  its  mission 
has  given  rise  to  this  question. 

As  someone  who  has  crafted  tourism  policy  at  both  the 
Congressional  level  as  an  aide  to  former  Congressman 
Buddy  MacKay,  and  at  the  Senate  level  as  the  State  of  Florida's 
Secretary  of  Commerce,  I  know  first  hand  that  if  the  job  of 
promoting  the  Un^ed  States  as  a  tourist  destination  were  left  to 
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the  industry,  international  visitors  would  never  get  beyond  a  few 
gateway  cities,  Disney  World,  Las  Vegas,  and  Washington,  D.C. 
during  the  Cherry  Blossom  Festival. 

Many  people  believe  there  is  nothing  USTTA  can  do  that  would  not 
be  made  completely  irrevelant  by  a  two-for-one  airline  deal,  or 
that  funding  tourism  amounts  to  nothing  more  than  subsidies  for 
the  airline  and  hotel  industries.   Fresh  from  the  frontlines  of 
tourism,  I  can  assure  you  that  the  private  sector,  by  definition, 
will  do  only  what  is  in  their  specific  self-interest,  without 
regard  for  growing  the  market  for  every  community. 

Ensuring  that  every  community  has  the  ability  to  leverage  its 
tourism  resources  for  economic  and  community  development  is  the 
basis  for  USTTA' s  decision  to  place  special  emphasis  on  rural 
development,  cultural  and  ethnic  communities  and  support  for 
small  businesses. 

All  of  these  are  undervalued  segments  not  only  in  the  tourism 
sector,  but  in  the  national  economy.   If,  however,  we  are  to 
build  a  strong,  vital,  and  competitive  economy,  the  Federal 
Government  must  ensure  that  every  segment  of  the  economy  has  the 
resources  to  reach  full  productivity.   As  John  Naisbitt  noted  in 
his  most  recent  book  The  Global  Paradox,  "the  bigger  the  world 
economy,  the  more  powerful  its  smallest  players." 
USTTA  is  uniquely  equipped  to  assist  these  small  players  through 
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regional,  state,  and  local  tourism  market  planning  and  product 
development  seminars;  marketing  international  events  held  in  U.S. 
communities,  and  providing  technical  assistance  and  support  for 
their  marketing  efforts. 

I  believe  that  USTTA  has  an  vmparalleled  role  to  play  not  only  in 
assisting  rural,  ethnic,  and  cultural  communities,  but  every 
community.   USTTA  must  be  the  honest  broker,  leveraging  money 
from  a  fragmented  and  diverse  industry  to  fulfill  the  needs  of 
state  and  municipal  programs.   USTTA  has  developed  numerous 
public-private  partnerships  with  the  industry  consisting  of 
targeted,  cooperative  marketing  programs.   In  FY  1993,  USTTA  has 
over  8,000  partnership  arrangements  in  its  cooperative 
promotional  programs  abroad. 

Industry  partners  have  invested  nearly  $20  million  into  these 
cooperative  programs.   Without  USTTA' s  leadership,  state  and 
local  tourism  authorities  would  not  have  been  able  to  spend  their 
marketing  resources  as  effectively  in  the  keenly  competitive 
international  marketplace. 

As  I  have  criss-crossed  the  country  attending  state  tourism 
conferences,  tourism  leaders  in  many  of  the  communities  that  have 
benefited  from  these  cooperative  programs  have  told  me  that  they 
would  not  be  able  to  continue  these  programs  without  USTTA' s 
support- -especially  from  our  international  offices. 
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While  I  laud  such  programs,  I  also  recognize  that  I  cannot  launch 
new  and  innovatative  programs  at  USTTA  until  we  have  put  our 
house  in  order.   My  attendance  at  the  state  tourism  conferences 
has  also  given  me  the  opportunity  to  learn  from  our  customers, 
the  American  taxpayer,  how  USTTA  is  perceived  by  those  on  the 
frontlines  of  tourism,  which  programs  need  to  be  revamped,  which 
programs  are  not  working,  and  why. 

I  am  excited  by  the  challenges  presented  to  USTTA  and  the  tourism 
sector  of  the  economy  and  look  forward  to  working  with  all  of  you 
to  ensure  that  the  United  States  remains  a  tourism  powerhouse.   I 
think  it  is  significant  to  point  out  that  as  the  world  has 
struggled  with  an  economic  recession,  the  international  travel 
and  tourism  market  continues  to  flourish.   We  cannot  assume  that 
our  own  market  will  continue  to  magically  show  strong  growth 
without  the  support  and  assistance  of  USTTA,  while  other 
countries  are  aggressively  building  their  own  national  tourist 
offices  and  promoting  their  own  markets. 

Tourism  in  an  integral  component  of  our  national  economy. 
Funding  USTTA  is  an  investment  in  local  jobs,  local  economic 
development  and  the  economic  viability  of  every  community  in  the 
nation. 

Mr.  Chairman,  that  concludes  my  statement.   I  would  be  pleased  to 
answer  the  Subcommittee's  questions. 
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Mr.  MORAN.  Nice  going.  Boy,  that  was  quick.  He  gets  points  for 
that. 
Gosh,  now  I  don't  feel  fair  in  asking  any  tough  questions. 
Do  we  have  any  softball  questions? 

FEDERAL  ROLE  IN  TOURISM 

I  know  all  of  those  statistics  are  very  fine,  and  I  am  sure,  accu- 
rate; but  the  real  question  is,  what  does  USTTA  have  to  do  with 
any  of  that? 

Most  of  that  is  a  result  of  what  is  offered  here  by  word  of  mouth, 
and  in  many  ways,  the  customs  of  traveling  here,  as  well  as  the 
very  substantial  advertising  budgets  that  resort  communities,  ho- 
tels and  some  restaurant  associations,  convention  centers  and  all 
of  the  conferences,  and  so  on,  that  take  place  here.  TTiat  kind  of 
advertising,  that  private  sector  advertising. 

What  I  want  to  determine  is,  where  do  you  fit?  Is  there  any  es- 
sential niche  where  none  of  those  figures  would  be  as  high  as  they 
are,  any  of  them  would  be  affected  if  the  U.S.  Travel  and  Tourism 
Administration  was  nonexistent? 

I  think  that  is  what  we  need  to  focus  on,  not  how  important  trav- 
el and  tourism  is,  but  what  the  Federal  government  has  to  do  with 
it.  And  maybe  you  want  to  just  sort  of  comment  about  that? 

Mr.  Farmer.  Sure.  I  would  be  delighted  to. 

Mr.  Chairman,  you  are  right,  there  is  a  lot  of  impact  by  things 
which  we  have  very  little  control  over  that  determine  the  amount 
of  travel  that  comes  to  the  United  States.  However,  there  is  a  le- 
gitimate Federal  role  and  there  is  a  reason  why  virtually  every 
country  in  the  world  has  a  National  tourism  office.  That  Federal 
role  does  several  things: 

Number  one,  we  do  research  that  virtually  no  private  sector  en- 
tity does.  That  research  helps  the  private  sector,  but  it  also  helps 
States  and  small  companies  that  can't  afford  it  themselves,  to 
break  into  markets  they  otherwise  couldn't  break  into.  Our  inter- 
national offices  provide  the  infrastructure  for  States  and  for  small- 
er companies  to  break  into  international  markets,  if  research  has 
indicated  that  they  have  a  potential  growth  there  which  they  other- 
wise might  not  know  about. 

Furthermore,  one  of  the  roles  we  play  is  we  negotiate  to  bring 
down  barriers  with  other  countries  to  increase  the  number  of  inter- 
national visitors  that  come  to  our  country.  As  you  know,  dealing 
country  with  country,  there  is  a  role  that  government  plays  that 
the  private  sector  just  simply  can't  fill. 

Now,  I  will  be  honest  with  you,  Mr.  Chairman.  I  do  believe  that 
we  need  to  take  a  hard  look  at  our  activities,  to  make  them  more 
modem  and  more  efficient.  So  I  have  asked  the  States  and  the  pri- 
vate sector  to  work  with  us  in  a  review  of  everjrthing  we  do  and 
come  up  with  specific  recommendations,  with  a  new  structure  pos- 
sibly in  the  future  to  do  a  better  job. 

But  I  think  in  the  area  of  research,  certainly  in  the  area  of 
emerging  markets,  but  in  some  cases,  mature  markets,  there  is  a 
role  that  the  USTTA  infrastructure  serves.  If  it  went  away  tomor- 
row, it  is  true  that  the  really  big  players  would  go  on  without  a 
significant  decline  in  business.  But  a  lot  of  small-  and  medium- 
sized  communities  and  lesser-known  products  and   destinations 
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would  never  have  a  chance  to  grow  in  the  international  market  as 
they  would  if  we  in  fact  did  our  job. 

TPCC  RECOMMENDATIONS 

Mr.  MORAN.  Is  some  of  this  recommended  by  the  Trade  Pro- 
motion Coordinating  Committee? 

Mr.  Farmer.  Yes,  sir.  As  a  matter  of  fact,  we  have  been  involved 
with  our  own  TPCC  process,  which  is  akin  to  that.  One  of  the  sur- 
prising things  to  me  was  to  find  out  that  currently  some  20  Federal 
agencies  and  40  bureaus  have  some  role  in  our  travel  and  tourism 
activities.  So  we  are  trying  to  bring  into  focus  what  the  Federal 
government  should  be  doing  by  first  inventorying  what  was  being 
done  out  there. 

Our  second  step  after  inventorying,  once  we  found  out  all  of  the 
activities,  was  to  ask  our  customers  what  they  thought  of  those 
services,  if  they  were  even  aware  of  them  and  if  they  used  them, 
and  if  so,  what  they  thought  of  them,  and  finally  to  come  up  with 
specific  changes  in  the  framework  from  all  of  the  agencies  so  that 
we  make  sure  the  taxpayers  get  the  maximum  bang  for  their  dol- 
lar. The  net  result  of  this  would  be  providing  services  better  to 
grow  our  international  share  of  the  marketplace. 

AUTHORIZING  COMMITTEES 

Mr.  MORAN.  What  do  the  authorizing  committees  think  about 
what  you  are  doing?  Have  they  suggested  any  change  in  focus  that 
would  be  of  interest? 

Mr.  Farmer.  Well,  individual  Members  of  the  committees  and 
some  of  their  staffs  have  for  some  time  talked  about  a  grant  pro- 
gram. As  you  know,  there  is  currently  a  restriction  on  using  funds 
for  a  grant  program  that  would  in  fact  help  develop  some  of  the 
products  out  there. 

What  I  have  said  to  the  authorizing  committees  is,  just  as  we  are 
not  asking  for  any  more  dollars,  we  are  not  asking  for  any  new  au- 
thority right  now  either.  We  do  want  to  get  with  the  States,  the 
private  sector  and  the  Hill  to  take  a  hard  look  at  what  we  do  as 
an  agency  and  come  up  with  specific  recommendations  as  to  where 
we  should  go  in  the  future.  But  some  of  the  various  product  devel- 
opment which  they  are  talking  about  us  working  with  States  on  de- 
veloping, is  multicultural  tourism,  eco-tourism,  and  rural  tourism. 

Of  course,  there  are  developments  very  near  here  which  would 
fit  nicely  into  this,  with  some  of  the  development  building  on  the 
history  of  our  country.  So  there  are  all  kinds  of  opportunities  out 
there  which  individual  Members  have  an  interest  in. 

I  think,  generally  speaking,  however,  the  authorizing  committee 
of  the  Senate  feels  very  good  about  where  we  are  heading  as  an 
agency,  and  the  authorizing  committee  in  the  House  is  going  to 
withhold  criticism  until  we  have  had  a  chance  to  evaluate  and 
make  specific  recommendations. 

Mr.  MoRAN.  Okay. 

WHITE  HOUSE  CONFERENCE  ON  TOURISM 

You  alluded  to  the  White  House  Conference  on  Tourism  in  your 
statement. 


79-441  0-94-45 
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Mr.  Farmer.  Yes,  sir. 

Mr.  MORAN.  How  much  is  that  going  to  cost?  Is  this  a  new  prece- 
dent? 

Mr.  Farmer.  Yes,  sir. 

Mr.  MoRAN.  There  has  never  been  one  before? 

Mr.  Farmer.  That  is  right.  We  do  not  have  a  budget  at  this  point 
in  time.  That  is  being  worked  out  between  0MB,  the  White  House 
and  the  various  agencies  involved  in  the  conference.  Although  I  am 
not  sure  of  this,  I  do  not  believe  we  will  be  asking  for  additional 
funding.  One  of  the  things  that  we  want  to  do  is  to  use  this  as  an 
opportunity  to  articulate  the  significance  of  the  industry,  and  in 
fact  to  articulate  the  appropriate  Federal  role  in  the  promotion  of 
tourism.  So  it  is  a  very  significant  activity. 

As  you  know,  Mr.  Chairman,  the  industry  has  traditionally  been 
a  very  fragmented  industry,  with  many  different  voices  and  dis- 
agreements as  to  its  economic  significance.  Now,  I  think  we  have 
an  opportunity  to  bring  them  together  in  an  industry.  State  and 
Federal  function,  such  as  this  activity  will  incorporate,  which 
would  give  us  a  chance  to  develop  the  policies  and  directions  for 
the  future  so  that  we  really  do  grow  the  kind  of  jobs  we  want  to 
grow. 

QUALITY  OF  TOURISM  JOBS 

Mr.  MoRAN.  Well,  in  keeping  with  what  President  Clinton  and 
Secretary  Reich  have  been  talking  about  in  the  last  few  days,  we 
also  look  at  pay  level  and  skill  level;  in  other  words,  the  quality 
of  jobs  that  are  being  created.  The  travel  and  tourism  industry 
tends  to  create  relatively  low-skill,  low-paying  jobs.  Do  we  see  any 
change  in  that  trend? 

Mr.  Farmer.  I  am  awfully  glad  you  asked  that  question,  Mr. 
Chairman,  because  the  TTIA,  the  Tourism  and  Travel  Industry  of 
America,  has  just  done  a  study  that  shows  that  because  of  the 
growth  in  the  manufacturing  sector  and  the  compensation  has  been 
so  modest  over  the  last  10  years,  where  the  growth  in  our  industry 
has  been  so  significant,  the  trend  lines  have  changed,  and  now,  in 
fact,  jobs  in  our  industry  pay  the  average  of  other  jobs  in  the  pri- 
vate sector,  with  our  trend  line  going  up. 

The  other  good  news  the  study  showed  was  that  there  are  ad- 
vancement opportunities  for  what  is  viewed  historically  as  more 
difficult  job  entrant  ethnic  and  gender  categories.  And  so  what  we 
see  is  not  only  the  creation  of  a  great  number  of  jobs,  but  good-pay- 
ing jobs  and  the  chance  of  advancement  for  traditionally  difficult 
to  employ  ethnic  and  gender  groups. 

So  you  have  a  combination  of  all  of  the  variables  that  we  are  try- 
ing to  address  as  an  Administration  in  the  tourism  and  travel  re- 
lated area.  In  fact  not  only  are  those  jobs  being  created,  but  now 
the  better-paying  jobs  are  being  created.  So  it  is  really  a  win-win 
situation  for  our  country. 

MIDWEST  FLOOD  TOURISM  GRA>rrS 

Mr.  MORAN.  Well,  it  certainly  sounds  good. 

Your  agency  was  mentioned  during  the  discussion  yesterday  with 
Economic  Development  Administration.  Specifically  we  talked 
about  the  urgent  supplemental  for  the  Midwest  flooding,  and  it 
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turns  out  that  some  of  that  money  was  sent  over  to  you  for  travel 
and  tourism.  Is  that  a  justifiable  urgent  supplemental  expenditure; 
and  what  did  you  spend  it  on? 

Mr.  Farmer.  We  spent  it  on  grants  to  States  to  do  marketing  to 
get  back  some  of  the  business  they  have  lost.  I  think  it  is  not  only 
justified,  I  think  it  is  a  brilliant  strategy  to  be  looking  ahead  as  to 
where  the  economy  is  going. 

The  travel  and  tourism  industry  is  what  is  creating  the  jobs, 
keeping  people  employed  and  generating  the  taxes  for  communities. 
And  to  put  a  little  bit  of  money  there  has  a  credible  multiplier  re- 
turn on  it. 

The  other  opportunity  that  this  gave  us  was  an  opportunity  to 
work  as  a  region — to  take  those  States  together  and  give  them 
their  individual  grants,  but  also  to  put  together  a  marketing  plan 
in  conjunction  with  them  at  the  table,  that  will  market  the  region 
to  say  to  the  world  that,  yes,  we  had  a  flood;  we  are  now  open  and 
we  are  a  wonderful  place  to  visit. 

I  can  tell  you,  Mr.  Chairman,  from  my  experiences  after  Hurri- 
cane Andrew  in  Florida,  that  international  visitors  thought  the 
whole  State  was  wrecked.  I  got  calls  in  Tallahassee,  Florida,  asking 
if  it  was  s£ife  to  come  there,  when  the  hurricane  was  in  south  Dade, 
which  is  an  incredible  distance.  But  from  an  international  percep- 
tion, without  a  prior  knowledge  of  an  area,  people  draw  conclusions 
that  aren't  valid. 

So  I  think  it  was  eui  excellent  expenditure  and  I  think  it  was  jus- 
tified, and  I  am  just  told  we  have  not  yet  awarded  the  grants,  but 
we  will  in  an  expeditious  fashion. 

Mr.  MORAN.  Well,  that  was  the  problem  with  EDA,  that  they 
really  only  spent  a  few  million  of  the  $200  million  total  that  was 
available,  and  you  have  to  question  how  urgent  was  the  supple- 
mental. And  that  applies  to  you  as  well. 

But  let's  focus  on  the  positive.  This  was  a  pretty  good  hearing. 
We  think  we  have  got  some  fine  leadership  in  U.S.  Travel  and 
Tourism  Administration.  Either  way,  it  is  not  going  to  break  the 
budget. 

We  appreciate  you  coming  to  testify. 

Mr.  Farmer.  Thank  you,  Mr.  Chairman. 

Mr.  Moran.  And  good  luck. 

Mr.  Farmer.  Thanks.  Thank  you  very  much. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Questions  Submitted  by  Congressman  Smith 

Regional  Offices 

QUESTION: 

Last  fall,  the  U.S.  Travel  and  Tourism  Administration 
(USTTA)  submitted  to  Congress  a  report  on  its  regional 
offices  located  in  overseas  markets  and  in  Miami.  What  has 
been  the  reaction  of  your  authorizing  committees  to  this 
report? 

ANSWER: 

We  have  briefed  the  authorizing  committees  and  received 
indications  of  support  from  them,  but  no  specifics  in 
response  to  the  regional  office  study. 

QUESTION: 

Are  you  proposing  any  changes  to  your  regional  structure  as 
a  result  of  this  report?  Please  provide  specific 
information. 

ANSWER: 

USTTA  is  awaiting  response  from  members  of  the  House  and 
Senate  Committees  who  have  up  to  six  months  from  the  date 
the  report  was  due  on  October  1,  1993  until  April  1,  1994 
to  comment  on  the  report. 

In  the  meantime,  USTTA  is  in  the  process  of  evaluating  the 
impact  of  the  study's  recommendations  as  well  as  the 
current  allocation  of  personnel  and  financial  resources 
allocated  to  the  markets  with  the  greatest  tourism 
potential.  Upon  completion  of  this  evaluation,  any 
recommended  changes  in  regional  office  structure  or 
reallocation  of  resources  will  be  presented  to  the 
Secretary  of  Commerce,  Office  of  Management  and  Budget,  and 
Congress  for  review  and  concurrence  before  being 
implemented. 

QUESTION: 

Will  there  be  any  budgetary  costs  or  savings  generated  by 
these  changes  in  your  regional  office  structure?  If  so, 
please  provide  more  details. 

ANSWER: 

The  FY  1995  budget  request  and  the  changes  recommended  in 
the  Regional  Office  Study  indicate  that  the  proposed 
changes,  if  acceptable  to  the  Administration  and  Congress, 
will  enable  USTTA  to  allocate  personnel  and  funding  to 
other  markets  with  higher  tourism  generating  potential. 
When   USTTA' s   final   recommendations   are   submitted. 
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additional  cost  analysis  covering  the  reallocation  of 
resources  will  be  included. 

QUESTION: 

Who  was  responsible  for  conducting  the  review  of  regional 
USTTA  office  operations?  Was  the  work  done  primarily  in- 
house,  or  was  there  objective  outside  participation  in  the 
review? 

ANSWER: 

The  Department  of  Commerce's  Office  of  Management  and 
Organization  was  responsible  for  conducting  the  review  of 
USTTA  regional  operations.  The  review  included  extensive 
industry  input  including:  interviews  with  USTTA  customers 
(states,  cities,  hotels,  rental  car  companies,  and 
airlines) ,  interviews  with  members  of  the  Travel  Industry 
Association;  and  input  from  members  of  the  Department  of 
Commerce  Travel  and  Tourism  Advisory  Board.  In-house  work 
included  facilitating  meetings  of  the  USTTA  Regional 
Directors,  USTTA  customers,  and  convention  and  visitor 
bureaus. 


White  House  Conference  on  Tourism 


QUESTION: 


In  your  testimony,  you  note  that  President  Clinton 
announced  a  White  House  Conference  on  Tourism  for  late 
1995.  What  are  the  goals  of  this  Conference?  Will  this  be 
the  first  time  a  White  House  Conference  on  Small  Business 
has  been  convened? 

ANSWER: 

The  goals  of  the  White  House  Conference  are  to: 

o  identify  ways  to  enhance  tourism's  potential  to 
create  jobs,  stimulate  growth  and  generate  tax 
revenue; 

o  focus  attention  on  a  critical,  undervalued 
sector  of  our  nation's  economy; 

o  identify  a  means  for  coordinating  regulations 
and  programs  among  the  various  Federal  agencies 
involved  in  travel  and  tourism; 

o  identify  problems  unique  to  the  tourism  sector 
and  explore  ways  to  address  those  problems;  and 

o  do  the  above  through  a  broad-based  process 
involving  grass-roots,  and  state  participation 
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from  government  and  the  private  sector 
culminating  in  a  national  conference  to  make 
recommendations  to  the  President  and  Congress. 

There  have  been  White  House  Conferences  on  Small  Business 
held  before.  However,  this  is  the  first  White  House 
Conference  that  has  ever  been  held  specifically  on  tourism. 

QUESTION: 

What  are  the  anticipated  costs  associated  with  setting  up 
this  conference? 

ANSWER: 

White  House  Conference  plans  are  still  being  developed,  but 
the  anticipated  total  cost  is  approximately  $2.5  million. 

QUESTION: 

Are  you  including  funds  for  the  White  House  Conference  in 
your  budget  request?  If  not,  how  will  the  Conference  be 
funded? 

ANSWER: 

USTTA's  budget  request  will  not  include  specific  funds  for 
the  White  House  Conference  on  Tourism.  Planning  is  still 
underway  for  resources  and  is  expected  to  include  public- 
private  partnership  funding  to  carry  out  this  project. 

Trade  Promotion  Coordinating  Committee 

QUESTION: 

Could  you  summarize  for  us  the  specific  recommendations 
relating  to  USTTA  made  by  the  Trade  Promotion  Coordinating 
Committee  (TPCC)?  How  are  these  recommendations  reflected 
in  this  budget  request? 

ANSWER: 

Tourism  was  not  considered  by  the  TPCC  in  its 
deliberations;  therefore,  not  used  in  the  formulation  of 
the  FY  1995  request.  Instead,  the  Tourism  Policy  Council 
(TPC)  is  creating  a  national  tourism  development  strategy 
which  is  looking  at  all  Federal  policies,  programs,  and 
activities  that  must  be  considered  together  in  order  to 
most  effectively  support  the  U.S.  tourism  industry.  USTTA 
is  leading  these  efforts. 

The  strategy  will  address  ways  to  improve  Federal  policies, 
programs,  and  activities  so  that  they  are  more  responsive 
to  national  tourism  needs  and  are  more  integrative  and  less 
duplicative.  Tourism  development  includes  not  only  tourism 
promotion,   but   also   research,   barrier   reduction. 
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facilitation,  training,  infrastructure  development,  product 
development,  environmental  concerns,  and  safety  and 
security. 

Studies  Required  by  International  Travel  Act 

QUESTION: 

Your  recent  reauthorization  legislation  required  USTTA  to 
perform  several  short  term  studies,  including  the  report  on 
regional  office  operations  discussed  earlier.  What  other 
studies  were  required  by  the  International  Travel  Act,  and 
what  is  the  status  of  those  studies? 

ANSWER: 

A  report  on  recommendations  to  eliminate  significant 
barriers  by  other  countries  to  U.S.  travel  and  tourism 
exports  is  required  by  Section  11  of  the  Act.  This  will  be 
based  on  an  inventory  of  significant  barriers  remaining 
after  GATTS  is  implemented.  Analysis  of  impact  of 
remaining  barriers  will  be  made  on  completion  of  that 
inventory.  The  report  is  scheduled  to  be  submitted  by 
October  1,  1994. 

A  report  evaluating  the  effectiveness  of  recommended 
actions  to  eliminate  significant  barriers  to  U.S.  travel 
and  tourism  exports  is  also  due  under  Section  11  of  the 
Act.  Work  to  eliminate  these  barriers  is  expected  to  take 
place  in  Fiscal  Years  1994  and  1995,  in  conjunction  with 
the  Office  of  the  U.S.  Trade  Representative.  A  report  is 
scheduled  to  be  submitted  by  December  31,  1995. 

USTTA  was  requested  in  Section  18  of  the  Act  to  provide  a 
report  on  the  status  of  the  actions  required  in  Section  3 
entitled:  "Survey  of  International  Air  Travelers"  and  the 
feasibility  of  publishing  international  travel  receipts  and 
payments  on  a  monthly  basis.  USTTA  has  worked  with  other 
Commerce  agencies,  the  governments  of  Canada  and  Mexico, 
and  other  U.S.  Federal  Government  agencies  on  these  items 
and  is  in  the  process  of  preparing  a  report  on  those 
requirements.  USTTA  anticipates  a  status  report  by 
March  31,  1994  or  shortly  thereafter. 

Under  Section  18,  the  Act  also  called  for  submission  of  a 
report  regarding  the  inbound  and  outbound  tourism  trade 
between  the  United  States  and  emerging  democracies  of 
Eastern  Europe  and  the  former  Soviet  Union.  This  report  is 
anticipated  to  be  submitted  by  March  31,  1994  or  soon 
thereafter. 

USTTA  is  also  required  under  Section  18,  to  submit  a  report 
on  the  activities  of  the  Department  of  Commerce  and  other 
Federal  agencies  which  increase  tourism  opportunities  for 
and  encourage  travel  by  disabled  persons.   The  report  is 
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anticipated  to  be  submitted  by  March  31,  1994  or  soon 
thereafter. 

Section  18  of  the  Act  also  called  for  a  report  on  efforts 
undertaken  to  improve  visitor  facilitation  and  the  effect 
on  U.S.  travel  and  tourism  as  a  result  of  those 
improvements.  The  report  is  also  anticipated  to  be 
submitted  by  March  31,  1994  or  soon  thereafter. 

Section  11  of  the  Tourism  Policy  and  Export  Promotion  Act 
required  submission  of  two  reports  specifically  relating  to 
the  financial  assistance  program.  The  first,  due  on 
October  1,  1994,  called  for  a  report  on  projected 
performance  goals  of  the  program,  and  the  second,  due 
December  31,  1995,  was  to  outline  the  degree  of  goal 
attainment.  Based  on  the  unfunded  status  of  the  program, 
these  two  reports  will  not  be  submitted. 

QUESTION: 

Does  the  funding  requested  in  FY  1995  include  the  costs 
associated  with  conducting  these  studies? 

ANSWER: 

Yes,  the  studies  are  to  be  performed  in-house  by  existing 
personnel  whose  costs  are  included  in  the  budget  request 
for  FY  1995. 

QUESTION: 

How  much  was  spent  on  conducting  these  studies  in  FY  1993 
and  what  are  the  estimated  expenditures  by  study  for  FY 
1994  and  1995? 

ANSWER: 

The  Field  Office  report  submitted  in  FY  1993,  was  conducted 
by  the  Office  of  the  Secretary,  Department  of  Commerce 
using  in-house  personnel.  The  additional  studies  required 
by  USTTA  in  FY  1994  are  estimated  to  require  resources 
(staff  time)  of  $63  thousand  and  in  FY  1995  costs  are 
anticipated  to  be  $13  thousand. 

Fee  for  USTTA  Services 

QUESTION: 

For  the  past  two  fiscal  years,  the  Congress  has  included 
language  in  the  USTTA  appropriations  act  allowing  you  to 
collect  an  additional  $3  million  in  fees  for  services. 
What  is  the  status  of  the  fee  collection? 
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ANSWER: 

USTTA  has  explored  a  number  of  possible  options  for 
collecting  additional  fees  for  services  but  to  date  none 
have  been  implemented. 

QUESTION: 

How  much  was  collected  in  FY  1993,  and  what  is  your 
estimate  for  the  total  amount  to  be  collected  through  the 
remainder  of  this  fiscal  year? 

ANSWER: 

No  funds  were  collected  in  FY  1993  and  none  are  estimated 
to  be  collected  through  the  remainder  of  the  Fiscal  Year. 

Rural  Tourism  Development  Foundation 
Question: 

What  is  the  status  of  the  Regional  Tourism  Development 
Foundation?  What  activities  is  the  Foundation  carrying 
out,  and  what  are  some  of  the  specific  accomplishments  of 
the  Foundation  to  date? 

ANSWER: 

Members  of  the  Board  of  Directors  for  Rural  Tourism 
Foundation  were  named  in  January  1993.  Its  members  have 
held  quarterly  meetings  since  then.  The  Board  has  looked 
at  on-going  Federal  activities  to  develop  and  promote  rural 
tourism  with  the  view  of  working  with  those  agencies  and 
not  to  duplicate  their  activities.  The  Board  has  also 
begun  to  solicit  funds  for  activities  to  be  sponsored  by 
the  Foundation. 

Once  funding  is  available,  they  will  begin  sponsoring 
activities  to  develop  and  promote  rural  tourism,  in  concert 
with  both  the  public  and  private  sectors. 

For  example,  the  Foundation  will  co-host  "The  National 
Conference  on  Tourism  Development"  in  cooperation  with 
USTTA  and  the  National  Association  of  State  Development 
Agencies  (NASDA)  on  May  9-11,  1994. 

QUESTION: 

Has  USTTA  done  any  research  on  changing  trends  in 
international  tourism  to  rural  areas  over  the  past  J  to  3 
years?  If  so,  please  elaborate  on  the  findings  of  that 
research. 
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ANSWER: 


USTTA  has  not  implemented  a  specific  research  project  on 
changing  trends  in  international  tourism  to  rural  areas 
over  the  past  2  to  3  years.  USTTA  does,  however,  have 
existing  research  data  that  can  be  analyzed  to  help 
determine  trends  for  international  tourism  to  rural 
America. 

Organizational  Changes 

QUESTION: 

Mr.  Farmer,  now  that  you  have  been  confirmed  as  Under 
Secretary,  what  (if  any)  organizational  changes  do  you 
intend  to  make  at  USTTA,  and  what  will  be  the  timing  of  any 
changes? 

ANSWER: 

Any  organizational  changes  will  be  determined  within  the 
coming  months  and  would  be  forwarded  to  the  subcommittee  at 
that  time. 

QUESTION: 

Does  this  budget  request  reflect  any  changes  to  USTTA' s 
organizational  structure  in  FY  1995? 

ANSWER: 

The  FY  1995  President's  budget  does  not  include  any  changes 
to  USTTA' s  organizational  structure  in  FY  1995. 

Disaster  Relief  Grants 

QUESTION: 

Please  update  the  Committee  on  the  status  of  tourism 
disaster  assistance  grants.  What  additional  grants  have 
you  made  since  the  hearing  last  year? 

ANSWER: 

Since  the  hearing  last  year,  financial  assistance  has  been 
awarded  to  the  Greater  New  Orleans  Tourist  and  Convention 
Commission;  Greater  Miami  Convention  and  Visitors  Bureau; 
Kauai  Economic  Development  Board;  Guam  Visitors  Bureau;  and 
the  State  of  Hawaii  under  funds  made  available  to  USTTA  for 
the  areas  affected  by  Hurricanes  Andrew  and  Iniki  and 
Typhoon  Omar. 

Recently,  an  additional  $1.4  million  was  released  and  will 
be  made  available  on  a  competitive  basis  to  these  same 
areas.    The  notice  announcing  the  availability  of  these 
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funds  is  in  the  final  review  stage  prior  to  publication  in 
the  Federal  Register. 


QUESTION: 


Has  USTTA  had  a  role  in  the  tourism  recovery  efforts 
related  to  the  Mid-West  flood  emergency  and  the  recent 
earthquake  in  Los  Angeles?  What  level  of  resources  has 
been  devoted  to  these  emergencies? 

ANSWER: 

Yes,  USTTA  is  in  the  process  of  responding  to  the  tourism 
promotion  needs  of  the  Mid-West  with  emergency  supplemental 
funds  from  the  Economic  Development  Administration.  A 
total  of  $3.5  million  more  was  made  available  for  this 
purpose.  At  this  time,  USTTA  has  not  received  additional 
resources  to  fund  disaster  assistance  in  Los  Angeles  as  a 
result  of  the  recent  earthquake. 

QUESTION: 

There  is  no  current  authorization  for  the  disaster 
assistance  program  under  USTTA.  Mr.  Farmer,  do  you  feel 
that  this  program  should  be  reauthorized?  What  do  you 
consider  to  be  the  ideal  role  for  USTTA  in  responding  to 
these  types  of  emergencies? 

ANSWER: 

Though  USTTA  does  not  have  current  authorization  for  the 
disaster  program,  funds  transferred  to  USTTA  for  this 
purpose  were  authorized  under  emergency  supplementals  and 
appropriated  to  the  Economic  Development  Administration 
(EDA) .  EDA  has  the  authority,  under  the  Public  Works  and 
Economic  Development  Act  of  1965  (PWEDA)  to  transfer  funds 
to  other  agencies  to  carry  out  similar  missions  of  economic 
development.  Development  of  travel  and  tourism  to  an  area 
is  a  long-term  and  costly  effort,  requiring  investment  by 
many  industry  partners.  This  investment  can  be  totally 
lost  when  disaster  occurs  and  consumer  and  trade  confidence 
in  the  product  is  impaired.  Often  media  coverage  only 
addresses  the  loss  and  does  not  report  restoration. 
Therefore,  it  is  imperative  that  an  area  that  relies 
heavily  on  tourism  for  economic  prosperity  (and  many  states 
do)  be  able  to  respond  immediately  and  with  increased 
int4nsity  to  preclude  any  trade  actions  that  may  increase 
losses. 

It  is  my  opinion  that  the  USTTA  is  the  proper  vehicle  f or 
administering  any  disaster  relief  program  relfV"^^.^° 
travel  and  tourism.  The  agency  understands  the  tourism 
industry,  has  the  international  mechanism  ^^.f^^^^.l'^ 
support  state  and  local  efforts,  and  ^^^  Pf °^^^^^^  .='^^^!^ 
intelligence  relating  to  real-time  opportunities  that  exist 
for  restoration  of  visitation. 
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Unfortunately,  there  is  no  standard  pattern  that  would  fit 
every  disaster.  In  some  cases,  the  primary  market  of 
opportunity  is  international,  in  others  it  is  domestic. 
The  program,  as  currently  conducted,  has  been  well-received 
and  extremely  successful. 

In-Flight  Survey 

QUESTION: 

What  changes,  if  any,  are  you  proposing  in  the  In-Flight 
Survey  of  international  travellers?  What  is  the  reason  for 
these  changes? 

ANSWER: 

USTTA  has  made  several  improvements  to  the  In-Flight 
Survey.  The  number  of  airlines  participating  in  the  survey 
has  increased  every  year  since  1988.  This  will  help 
improve  world  coverage.  Several  initiatives  have  been 
implemented  to  improve  the  methodology  based  upon 
public/private  partnerships  that  are  being  formed  to 
improve  the  communication,  training  and  liaison  activities 
to  enhance  cooperation  with  participating  air  carriers. 
The  improvement  to  sampling  procedures  is  implemented  on  a 
airline  specific  basis.  There  are  specific  line  item 
options  written  for  the  existing  In-Flight  Survey  contract 
accomplished  each  of  the  items  in  section  three.  The  last 
part  of  section  three  is  to  "provide  for  the  continuation 
of  needed  data  bases.  These  data  bases  include:  the  U.S. 
Department  of  Transportation  for  INS  1-92  data  issued  in  a 
report  called  the  "U.S.  International  Air  Travel 
Statistics,"  and  the  Immigration  and  Naturalization  Service 
1-94  non-immigrant  arrivals  data  base. 

QUESTION : 

How  will  these  changes  improve  the  information  gathered  by 
the  survey,  and  what  is  the  total  cost  of  this  survey,  and 
what  agencies  or  organizations  will  cover  the  remaining 
costs? 

ANSWER: 

In  FY  1995  the  total  cost  of  the  survey  is  estimated  at 
just  over  $900,000.  The  USTTA  share  of  this  cost  is 
$697,000  with  $209,000  from  private/public  participation. 

QUESTION: 

How  is  the  data  from  this  survey  used,  who  are  the  primary 
and  are  any  fees  generated  by  this  survey? 
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ANSWER: 


This  data  is  used  for  a  variety  of  purposes.  The  survey 
meets  the  needs  of  many  of  the  travel  industry  partners 
USTTA  works  with  in  marketing,  policy,  and  research.  For 
many  of  the  uses  described,  this  survey  is  the  only  source 
for  this  type  of  information.  The  primary  users  of  the 
data  collected  in  the  In-Flight  Survey  (IPS)  are  state 
travel  offices,  city  convention  and  visitor's  bureaus, 
attractions,  airlines,  airport  authorities,  hotels, 
consultants,  and  the  public  sector.  Below  is  a  description 
of  some  of  the  uses  of  the  data  by  these  groups. 

Government ;  The  Bureau  of  Economic  Analysis  (BEA)  uses  the 
data  for  determining  the  travel  trade  balance;  travel 
receipts  and  payments  are  calculated  using  the  data 
collected  from  the  IFS.  The  Department  of  Transportation 
(DOT)  has  used  the  data  in  a  limited  fashion  for 
international  route  cases.  The  Immigration  and 
Naturalization  Service  (INS)  and  Customs  can  use  the  data 
to  track  the  performance  of  their  inspectors  and  improve 
the  services  they  provide  to  the  international  traveler. 

Destinations ;  States,  cities,  and  other  destinations  use 
the  data  to  profile  the  international  traveler  visiting 
their  particular  destinations.  This  data,  supplemented 
with  other  data,  allows  them  to  more  efficiently  use  their 
limited  resources  to  effectively  promote  their  destinations 
in  the  international  marketplace.  Other  uses  by  these 
groups  include:  determination  of  length  of  stay  at 
destinations;  analysis  on  who  visits  the  destinations; 
market  share;  marketing  and  planning  information;  and 
niunbers  of  travelers  who  visit,  including  their  residence 
and  destination  visited. 

Airlines:  Airlines  use  the  data  for  route  planning; 
service  ratings,  marketing  and  planning  information; 
competitive  analysis;  profiles  of  airline-specific 
passengers  compared  with  the  aggregate;  interline  analysis; 
fleet  evaluation;  origin  and  destination  analysis. 

Airports;  Airports  use  the  data  for  flow  analysis; 
geographic  location  of  visitors  using  the  airports;  ratings 
of  airport  attributes;  profiles  of  travelers  using  a  given 
airport;  and  competitive  analysis. 

Lodging:  The  lodging  industry  uses  the  data  to  develop  a 
profile  of  travelers  using  hotels;  residence  of  travelers 
using  a  particular  type  of  lodging;  market  share  of 
international  visitors;  traveler  characteristics;  number  of 
room  nights;  marketing  and  planning  information;  and 
destination  information. 

There  are  fees  generated  from  sales  of  the  IFS  data.  The 
data  is  available  and  sold  in  a  variety  of  ways.  The  two 
basic  foinns  are  hard  copy  reports  of  the  standard  data 
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(national  and  country  reports)  and  special  computer  runs 
(in  hard  copy  reports  or  computer  diskette/tape)  .  Fees  for 
these  depend  on  the  type  of  report/data  purchased  and  the 
prices  range  from  $225  for  a  standard  report  up  to  $50,000+ 
for  the  purchase  of  the  data  base;  the  average  cost  of  a 
special  run  is  $1,000. 

Request  to  0MB 

QUESTION: 

What  was  the  request  to  0MB  for  the  USTTA,  what  specific 
items  were  not  funded,  and  what  will  be  the  impact  of  any 
funding  cuts  on  USTTA 's  ongoing  programs? 

ANSWER: 

The  USTTA  request  to  0MB  was  for  $29,269,000.  This  amount 
at  the  time  reflected  the  President's  FY  1994  request 
including  $4,702,000  for  financial  assistance  to  the 
states. 

Above  that  were  program  increases  as  follows: 

Item  FTE  Amount 

Financial  Assistance  Program  0  $1,692,000 

Outreach  Program  9  3,100,000 

2  new  Regional  Offices  in  5  712,000 

South  America  and  Korea 

In-Flight  Survey  Improvements  _1  500.000 

15  $6,004,000 

Any  funding  cuts  in  USTTA' s  ongoing  programs  will  hurt  our 
ability  to  attract  private  and  public  sector  partners  to 
USTTA 's  cooperative  marketing  programs  because  we  generally 
participate  with  20  to  25  percent  of  the  funding  with  the 
partners  providing  the  balance  of  the  funding. 
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Questions  Submitted  by  Congressman  Rogers 

Rural  Activities 

QUESTION: 

Your  statement  mentioned  that  USTTA  plans  to  place  special 
emphasis  on  rural  development,  cultural  and  ethnic 
communities  and  support  for  small  business. 

I  am  particularly  pleased  that  you  are  planning  to 
emphasize  rural  communities. 

Please  elaborate  more  specifically  on  your  initiatives  for 
each  of  these  areas  —  rural  development,  ethnic  and 
cultural  development,  and  small  business. 

How  much  of  your  budget  request  is  devoted  to  each  of  these 
activities? 

Are  other  agencies,  such  as  the  Minority  Business 
Development  Agency  and  the  Small  Business  Administration, 
conducting  similar  activities?  Do  you  know  what  level  of 
funding  each  are  providing?  How  are  you  avoiding 
duplication? 

ANSWER: 

USTTA  will  co-host  "The  National  Conference  on  Tourism 
Development"  in  cooperation  with  the  National  Association 
of  State  Development  Agencies  (NASDA)  and  the  National 
Rural  Tourism  Foundation  on  May  9-11,  1994  in  Washington, 
D.C.  Special  emphasis  will  be  placed  on  rural  tourism 
development.  This  is  USTTA' s  third  national  conference 
promoting  the  use  of  rural  tourism  development  as  an 
economic  development  tool.  Funding  for  this  conference 
will  be  from  registration  fees  and  sponsorships. 

USTTA  has  also  provided  speakers  for  various  forums  to 
educate  rural  areas  on  the  opportunities  for  tourism 
development.  Examples  include:  Congressional  workshops, 
such  as  Rep.  Blanch  Lambert's  Rural  Conference  m  Arkansas 
and  Rep.  McCrery's  Retirement  Destination  Seminar  in 
Louisiana.  USTTA  also  provides,  upon  request,  resource 
materials  for  communities. 

On  June  9-11,  1994,  USTTA  and  the  Minority  Business 
Development  Administration  (MBDA)  of  the  Department  of 
commerce  will  host  a  National  Multi-Cultural  Conference, 
specific  workshops  are  being  developed  to  provide  tourism 
training  to  African-Americans,  Asian-Americans,  Hispanic- 
Americans,  and  Native  Americans. 

Video  presentations  and  workbooks  for  each  ethnic  group  are 
being  developed.  This  initiative  is  being  funded  by  MBDA, 


1414 


with  private  and  public  funds  to  cover  the  conference 
expenses. 

As  follow-up  to  this  Conference,  USTTA  and  MBDA  will  plan 
a  series  of  ethnic  and  site-specific  workshops  to  provide 
an  assistance  and  education  to  communities  and  regions. 
Approximately  $96,000  will  be  required  for  this  initiative 
and  will  be  provided  by  MBDA. 

The  majority  of  participants  will  be  minority-owned,  small 
businesses,  as  well  as  state  travel  directors,  community 
leaders,  and  entrepreneurs. 

USTTA  is  working  in  cooperation  with  other  Federal  agencies 
on  this  initiative.  However,  USTTA  is  not  aware  of  any  SEA 
activities  in  rural  or  multi-cultural  tourism  at  this  time. 

QUESTION: 

The  1992  authorization  statute  created  the  Rural  Tourism 
Development  Foundation. 

What  is  the  status  of  the  Foundation? 

Where  is  it  located? 

What  activities  has  the  Foundation  been  involved  in,  what 
have  been  some  of  its  accomplishments,  and  what  are  your 
plans  for  the  Foundation? 

What  level  of  funding  does  your  request  support  for  the 
Foundation? 

ANSWER: 

Members  of  the  Board  of  Directors  for  the  Rural  Tourism 
Development  Foundation  were  named  in  January  1993.  Since 
then,  its  members  have  held  quarterly  meetings.  The  Board 
has  looked  at  on-going  Federal  activities  to  develop  and 
promote  rural  tourism  with  the  view  of  working  with  these 
agencies  and  not  to  duplicate  their  activities.  The  Board 
has  also  begun  to  solicit  funds  for  activities  to  be 
sponsored  by  the  Foundation. 

USTTA' s  budget  request  for  FY  1995  does  not  request  any 
funding  for  the  Foundation.  Once  the  Foundation  has 
sufficient  funding  to  develop  and  sponsor  programs  and 
activities,  USTTA  will  work  with  the  Foundation  where 
possible  to  help  the  Foundation  meet  its  goals. 

The  Board  meets  around  the  country  where  its  Board  members 
are  located.  The  administrative  work  is  done  from  the 
office  of  Dr.  Patrick  Long,  Chairman  of  the  Board,  at  the 
University  of  Colorado  at  Boulder. 
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QUESTION: 


USTTA  has  9  overseas  offices,  and  a  domestic  office  in 
Miami. 

A  USTTA  study  of  the  regional  office  structure  released 
last  September  recommended  changes  in  the  regional  office 
structure  —  including  reduction  in  the  number  of  offices, 
and  changes  in  location  of  the  offices. 

What  are  your  plans  to  implement  the  recommendations  in  the 
study? 

Does  your  budget  reflect  any  changes  in  the  regional  office 
structure  —  such  as  closing  or  relocation  of  unnecessary 
offices? 

ANSWER: 

USTTA  is  awaiting  action  from  members  of  the  House  and 
Senate  committees  who  have  up  to  six  months  from  the  date 
the  report  was  due  on  October  1,  1993  until  April  1,  1994 
to  comment  on  this  report. 

In  the  meantime,  USTTA  is  in  the  process  of  evaluating  the 
impact  of  the  study's  recommendation  as  well  as  the  current 
allocation  of  personnel  and  financial  resources  allocated 
to  the  markets  with  the  greatest  tourism  potential.  Upon 
completion  of  this  evaluation  any  recommended  changes  in 
regional  office  structure  or  reallocation  of  resources  will 
be  presented  to  the  Secretary  of  Commerce,  0MB  and  Congress 
for  review  and  concurrence  before  being  implemented. 

The  FY  1995  budget  does  not  reflect  any  changes  in  the 
regional  office  structure  since  the  Regional  Office  study 
recommendations  were  still  subject  to  review  by  Congress  up 
to  April  1,  1994.  USTTA  is  in  the  process  of  evaluating 
the  impact  of  the  study's  recommendations  as  well  as  the 
current  allocation  of  personnel  and  financial  resources 
allocated  to  the  markets  with  the  greatest  tourism 
potential.  Upon  completion  of  this  evaluation,  any 
recommended  changes  in  regional  office  structure  or 
reallocation  of  resources  will  be  presented  to  the 
Secretary  of  Commerce,  Office  of  Management  and  Budget,  and 
Congress  for  review  and  concurrence  before  being 
implemented. 

QUESTION: 

The  U.S.  and  Foreign  Commercial  Service  is  the  primary 
agency  for  U.S.  trade  development. 
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As  USTTA's  own  study  indicates,  in  countries  where  USTTA 
lacks  a  regional  office,  the  U.S.  and  Foreign  Commercial 
Service  conducts  travel  promotion  activities. 

With  a  much  larger  network  of  overseas  offices,  why  can't 
US  &  FSC  represent  U.S.  tourism  interests  overseas,  freeing 
up  USTTA  funds  that  are  currently  being  used  to  operate 
overseas  offices  support  other  purposes? 

ANSWER: 

The  allocation  of  resources  in  the  9  countries  where  USTTA 
has  a  physical  presence  represents  the  percent  of  arrivals 
and  percent  of  travel  receipts  to  the  United  States.  If 
PCS  were  to  assume  the  program  implementation 
responsibilities  and  provide  the  technical  assistance 
required  by  tourism  related  public  and  private  sector 
constituents,  they  would  still  have  to  seek  increases  in 
office  facilities,  funding  and  personnel  to  implement  the 
current  USTTA  program  activities  carried  out  in  each 
market . 

Tourism  Policy  Council 

QUESTION: 

It  is  my  understanding  the  Department  of  Commerce 
reestablished  the  Tourism  Policy  Council. 

It  is  my  understanding  that  this  Council  is  working  to 
develop  a  national  tourism  strategy  and  coordinate  the 
efforts  of  more  than  twenty  agencies  involved  in  tourism 
activities. 

What  agencies  are  involved  in  this  Council? 

I  believe  your  first  report  is  due  this  month  —  has  the 
report  been  completed,  and  can  you  tell  us  some  of  its 
findings? 

ANSWER: 

The  Tourism  Policy  Council  was  established  in  1981  by  the 
National  Tourism  Policy  Act  of  1981  to  coordinate  Federal 
policies,  programs,  and  activities  related  to  tourism, 
recreation,  and  national  heritage  resources.  Vice 
President  Gore's  National  Performance  Review  Report 
recommended  that  the  Council  be  revitalized  and 
strengthened.  As  a  result,  the  Council,  Under  Secretary 
Brown,  has  begun  to  create  a  national  tourism  development 
strategy  to  produce  a  more  responsive  and  coordinated 
Federal  approach  to  tourism  development.  The  Council  will 
develop  ways  to  coordinate  the  tourism  activities  of  all 
Federal  agencies.  Working  Group  input  is  to  be  the  basis 
of  a  report  from  the  Council.  The  Council  will  submit  its 
final  report  to  the  Vice  President  at  the  end  of  May. 
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As  the  Tourism  Policy  Council  was  established  by  law,  it  is 
not  our  intent  to  re-establish,  but  rather  to  re- 
invigorate  and  broaden  the  policy  objectives  of  the 
Council. 

The  Council,  which  is  chaired  by  the  Secretary  of  Commerce 
includes  representation  from  the  following  departments  or 
agencies: 

United  States  Travel  and  Tourism  Administration 

Vice  Chair 
International  Trade  Administration 
Department  of  Energy 
Department  of  Interior 
Department  of  Labor 
Department  of  State 
Department  of  Transportation 
Department  of  Agriculture 
Tennessee  Valley  Authority 
Army  Corps  of  Engineers 
Small  Business  Administration 
Immigration  and  Naturalization  Service 
National  Railroad  Passenger  Corporation 
Bureau  of  Customs 

At  the  present  time,  three  working  groups  comprised  of 
representatives  from  the  above  noted  departments  and 
agencies  and  other  interested  parties  are  in  the  process 
of  developing  input  for  consideration  by  the  Council.  The 
Council's  final  report  is  due  for  delivery  in  late  May. 
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